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Ln .Chee ft 
1 YELLOWKNIFE, N.W.T. | 
2 August 20, 1976 | 
31 (PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 
Bt THE COMMISSIONER: All right, | 
5 ladies and gentlemen, are we ready to begin? 
6 | MR. GOUDGE: I think we 
ah ALS puSiat « We were about, as you recall yesterday, | 
| to commence the cross-examination of this panel. | 
9 |) MR. SIGLER: Before we do so, 
ol sir, Mr..Dusel wanted to correct one small point in 
1 the evidence that he read in yesterday. 
¥2 THE COMMISSIONER: All right. 
33 
14 JOHN M. LAINSBURY, 
15, FRANK J. DUSEL, 
16 | RONALD NORMAN DALBY, resumed: 
V7 WITNESS DUSEL: Sir, on 
18 page 14 of the written submission, at the bottom of 
19 | the page there is a projection of future requirements 
20 for storage and the text reads: 
21 "Two %-million gallons storage reservoirs. 
eH, It's been brought to my attention that when I read 
a that I said 2% million gallon reservoirs. The 
24 correct figure is two \=million gallon reservoirs. 
Se | me cm A ee hn ase pcm nciensio BT iano k) MeL ernie oa cage ie ees He . 
26 | MR. SIGLER: That's the only 
2] point, sir. 
25 MR. GOUDGE: Sir, Mr. Steeves 
29 | indicated he had no questions. Mr. Bayly? 





39 | MR. BAYLY:.,.£ think Mr. 
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Lainsbury, Dusel, Dalby 
Cross-Exam by Mr. Steeves 








Hollingworth has questions. 

MR. GOUDGE: Mr. Hollingworth, 
do you have any questions? 

MR. HOLLINGWORTH: I under- 
stood Mr. Bayly was proceeding. 

MR. GOUDGE: Would you be 
prepared to go first, Mr. Bayly? 


MR. BAYLY: O.K. | 





MR. STEEVES: Mr. Commissioner, 
I changed my mind overnight. 

MR. GOUDGE: I knew that 
would happen. 

MR. STEEVES: Am I allowed to 
do so? I have a couple of questions I'd like to 


address to Mr. Dalby, if I could. 


CROSS-EXAMINATION BY MR. STEEVES: 





Q Mr. Dalby, I understand 
that your study which is reflected in the evidence 
which you gave yesterday, was done some time ago. 

WITNESS DALBY: The work that 
you're referring to was carried out by Stanley & 
Associates, oh, well completed in December of 1975 
and a lot of the work was done prior to that, so 
it has been some time that the work has been completed. 

Q Yes, I'm sorry. Perhaps 
I should agree with you. As I understand it, you 
were retained as a consultant by Stanley. 


A Thatoisimcorrect. 
Q Andraskedato sort of 
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Lainsbury, Dusel, Dalby 
Cross-Exam by Steeves 





| 
Outline how the study that they were going to make shoul 


be done. That was really your role in this. 

A When I came into the 
picture, Stanley had already reviewed the Arctic Gas 
impact, of proposed Arctic Gas Pipeline on energy costs 
in northern communities, study of September 9, 1974. 
They asked that I come in and review the work that the 
had done and at that time I suggested to them that 
I noticed one item that should be changed and should 
be reflected before this hearing, this being that the 
heating load saturation of 50%, in my estimation and 
from my background, was too low, and that they should 
do some calculations based on a higher percent satura- 
tion for heating load. This was - done and included 
in the material that was supplied under Section 4.0 of 
the Stanley Report. 

Q And neither you, nor so 
far as you know, anyone in Stanley, has looked at the 
Foothills' submission on gas to the communities. 

A That is correct. The work 
that was put Sap eeee by Stanley, and maybe one of the 
Stanley representatives could add further if they know 
something that I don't know in this regard, but the 
work that was prepared for this report that's dated 
December, 1975, of Stanley Associates, was based on 
the Arctic Gas material, this report of September, 1974. 

Q Now, you made a statement 
yesterday in evidence, and you said this, 

"The investigations conducted to date on 


natural gas service for Northern Canada have 
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Lainsbury, Dusel, Dalby 
Cross-Exam by Steeves 


really just scratched the surface. Additional 
work on detailed load surveys, transmission 
line and distribution system design and engin- 
eering, natural gas economics and energy 
cost analysis must be carried out." 
Do you know from anything you've learned since you 
worked with Stanley on this study whether or not that 


has been done or any of that has been done? 
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Lainsbury, Dusel, Dalby 
Cross-Exam by Steeves 


A I am not aware of the 
kind of work being done that I was referring to. To 
give you some indication of what has happened and 
why I would make that statement, I can refer to the 
consumer gas rate in the City of Edmonton. This has 


increased by 115% since 1974. If you will include 


the $70 million rebate that is provided by the Provincial 


Government as to keep gas rates lower than they would 
otherwise be natural gas rates in Alberta would 
have increased by approximately 170% since 1974, 
Now, the largest element in 

this is the cost of natural gas -- the field price 
of natural gas. At the time of September 1974 CAGSL- 

CAGPL study was completed the field cost of natural 
gas was Significantly below what it is today and if 
you have a much higher field price of natural gas 
then you just wouldn't reflect that one element in a 
study. You would also have to reflect what are the 
increased costs of building the pipeline, the transmissi 
line, what are the increased costs of distribution 
in the communities. 

But with the factor of increas 

in the price of -- the pievaenrice of natural gas, 
it would appear that the economics of service for thes 
communities and the economic benefits -- overall 
economic benefits to the north:will increase as a 
result of the Manes field prices for natural gas 
because it is not the producer that is receiving the 


lions shate of the higher field prices in Alberta. 





It is the governments that are taking the added costs of 
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Lainsbury, Dusel, Dalby 

Cross-Exam by Steeves 
natural gas. That's what I was referring to in the 
statement I made during my presentation yesterday 
that the benefits to Canadians reflected by the 
price that you can get for your natural gas in 
southern Canada less the cost of transmission and less 

what you have to pay to the producers. 

Sorry for such a long answer. 

Q NOputtss all frightwaaI 
understand what you are telling me. Thank you. 

Now, you also said this 
that the economics of natural gas service for northern 
communities is dependent in part on the timing of 
construction. I take it there you are talking about 
construction of the mainline and when the distribution’ 
or laterals and distribution systems are to be 
constructed. 

A The longer it takes to 
build the pipeline, the higher the cost will be for 
the consumer based on the cost of the transmission 
line,. the cost of the distribution system. In an 
inflationary time such as we have been experiencing 
and it appears even with the control measures we will stil 
experience a degree of inflation I am quite confident 
that the costs of natural gas will be higher with time. 


That time will make the project and the benefits to 


the northern communities and to northern Canada less 
than would otherwise be the case. 
Q Am I pushing you too far 
| in putting this to you? Are you saying until one 
| 


knows with much greater certainly than is possible 
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today now, when construction will start, when 
construction will finish and thus what the cost 
of construction will be,that it is impossible to do 
a proper analysis of the economics of distribution to 
the northern communities? 
A I would use a few 


different words. 


Q You don't like "impossible"? 


A Well if I am making an 
investment decision, if I am an investor I would 
not make an investment decision on the information 
that is available today. But as I mentioned to the 
Commissioner that the information that has come forward 
before him demonstrates that natural gas can be made 
available to a number of communities in the Mackenzie 
Valley at a lower cost than competitive fuels. THe 
question of how much that advantage will be is an open 
question until -- basically until a decision is made 
as to when the pipeline is to be built. Then I think 
that you can go forward and make calculations that can 
set out fairly clearly what the economic benefits will 
be for the northern communities. 

Q O.K. Implicit in what 
you have just said I think is this, that no matter how 


greatly the cost accelerates , they can never accelerat 


to the point where gas to all of the northern communitids 


will be uneconomic. Do you understand the question? 
A If the pipeline say is 
delayed and during that period of delay you had a 


high rate of inflation, it is conceivable that the 
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Cross-Exam by Steeves 
price of gas would be uneconomic for northern communi- 
2 | ties but that really doesn't follow because the 
relationships outside remain the same that the cost 

Canada 

of natural gas if you are in eastern’ -- the cost of 
competitive energy in eastern Canada would also have 
to increase on a relative basis. So I think you are 
right ane space os the increases:in the cost. the 
relative economics will remain essentially the same. 
That the advance ~- we can identify in advance today 
t hat even with increased costs, there can be an advant- 
age but I would suggest that the size of the benefits 
would be less with time. As the time proceeds, the 
benefits to northern Canada will be less because more 
and more of the costs of -- more and more of the 
revenues would have to be absorbed in pipelining costs 
and in costs to provide the necessary incentives 
to producers. 

THE COMMISSIONER: Well 
excuse me Mr. Dalby, just so we don't leave the subject 
of -- it seemed to me there is a tendency for you to 
blur the whole subject of supplying gas to northern 
communities with the larger benefits to be derived 
from pipeline construction taking gas delivery 
to northern communities, what is your evidence regarding 


the affect on the feasibility from an economic point 


of view of delivering gas to northern communities of 


postponement of construction? 
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A Higher cost, aS I mentioned 
in my testimony, by virtue of the fact that there has 
been some front end investment and as you put those into 
the final investment , those costs become higher with 
time because there are carrying costs associated with 
front end investment. 

Q Okay, now then you 
said something to Mr. Steeves just now that I didn't 
quite follow. You said that the comparative costs 
of natural gas, even given postponement of the pipeline, 
the comparative costs of natural gas -- delivery of 
natural gas to northern communities as compared to 


fuel oil would not substantially be changed. Now, is 


‘that what you said? If you didn't -- 


A Let me -- we're looking 
at the -- say the tail end of the system. That is, how 
much can southern Canada afford to pay for natural 
gas. If the world economy follows the same inflation 
rate, or I should make that different, if the inflation 
rate on this project follows the inflation rate in the 
world economy, which will be reflected in higher 
international prices of energy, then the relationship 
will remain the same and if there's economic benefits 
now, they will just remain the same with time. 

However, if the inflationary 
costs for northern development in Canada are higher 
than the world inflation rate, then you can have a 
situation where the costs of energy in the market to 


which this gas is going to flow can be increasing at a 
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lesser amount than the inflation that we're experiencing 
on LE cunt of this pipeline and when that happens, the 
economic benefits ta the commmities will be reduced and 
the overall economic benefit to northern Canada or 
to Canada will be reduced. 

QO Well, hasn't the rate 
of inflation been moderated over the past year, not 
only in the world economy, but in the Canadian economy? 

A Correct, but from what 
I have read, the inflation rate in Canada and our 
efficiency in our construction industry is putting us 
in a worse position vis-a-vis the world economy, that 
our efficiency in Canada is declining relative, say, 
to the United States and relative to other parts of 
Canada. So, we have a trend in Canada of being less 
efficient and by virtue of this delays will cost Canada 
or Canadian projects more. 

Q Okay, one other question 
and don't think that I am going to try to answer all 
of these matters that you've raised because, the leading 
economists in the world, I suppose, are having a great 
deal of difficulty wrestling with them, but isn't it 
true that the price of natural gas in Canada and the 
U.S. has been, by various means, artificially depressed? 
It hasn't been allowed to rise to its -- to where the 
forces of supply and demand would have taken it had 
government not intervened, in ways such as you have 
just outlined, the Alberta government's subsidy to 


Alberta consumers, the regulations in the U.S. applying 
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to interstate deliveries of gas and so on, Now, isn't 
there a tendancy, I thought there was, for the governments 
in the U.S. and Canada to allow natural gas to rise to 
its natural level, if that's the right word to use, and 
wouldn't that effect the whole equasion that you're 
putting together here? 

A Yes sir, the point that 
I was making yesterday with the Alberta gathered delivered 
price to the export pipeline currently being 95.5 cents 
that's the price at the Alberta border and the estimate 
that by January lst, 1978 this delivered price into 
export pipelines being $1.36. 

Q That's before, yes, 
that's before the export price is established, I take 
Let? 

A That is the price that 
natural gas will command at the Alberta border. Now, 
this change say, from -- this is on a 1000 B.T.U. 
per cubic foot basis, this change from 95.5 cents in the 


eriod 
current, $1.36 estimated in January lst, 1978 is a 


reflection of this trend toward natural gas leading 
toward world energy pricing. 

Q Yes. 

A And that will be favourable 
to the benefits on energy development in northern 
Canada. 

Q But what I'm saying is, 


maybe I'm just -- 


eee A Sorry, I'm not under- 
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standing you then. 

Q No, I understand that, 
but if there is that tendancy for natural gas to be 
allowed to rise to meet the price it would command 
on world energy markets if Canada and the U.S. hadn't 
adopted a policy of artificially depressing those 
prices, for instance, the government policy in relation 
to the export price of natural gas reflects that 
tendancy to allow the price to rise. Isn't that a 
countervailing force in relation to your argument 
regarding postponement? 

For instance, if tite pipeline 
had been built five years ago Meee would now be flowing 
through it from northern Canada to markets in southern 
Canada at prices considerably less than would be and 
: EPee hap will be paid in two or three or four years 
from now. It's that trend that I was really trying 


to get at. 
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A A very good point. 
You're leading me beyond my evidence but I'll give you 
my answer. I would believe that by the time this 
project would be finalized, as we sit here today I 
recognize ees project is finalized earlier then 
what you're eioees tae is correct. But if the project 
was proceeded with haste today, I believe, although 
I'm not certain, that the price of gas at the time 
the project would go into operation would be essentially 
the world equivalent price. That transition period 
would be over and -- 

THE COMMISSIONER: In about 
five years. 

A Yes, right. I think that 
fits in with the Federal Government's policy. 

Q How does that fit in 
from the point of view of northern Canadians, assuming 
they are going to get some benefits out of this, 


all the delays about which there have been so much 


‘complaining to this point have actually put them in 


the very best position in terms of price. Isn't that 
what we are to conclude. 

A Well, there's another 
position' that I would put them in if I could pull off 
the same kind of arrangement as a premier in a province 
south of here, Alberta did. That is to take certain 
action or take appropriate act#zon to see that the 
natural gas from this part of the world was priced 


at its true competitive value, and I was mentioning 


yesterday that when this project is completed or any 
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Lainsbury, Dusel, Dalby 
project is completed, that that price should be the 
maximum price based on competitive energy costs. There 
should be no subsidizing, say southern Canada, through 


the development of northern Canadian gas. 


quite effective in realizing the benefits for the 
PrOVince /OLVALbDerta, cand 1t is Still going=on, and 
what I'm suggesting is that same procedure could 
have been followed here, that if there is really a 
legitimate demand for increased energy in Southern 
Canada. 


THE COMMISSIONER: 
O.K., i. dont know —- 


Now, Premier Lougheed was 
weld SCapry On, Sir. 
MR. STEEVES: I don't know if 

Leta: 


Q Both Mr. Commissioner 


and you, sir, are now a long ways ahead of me. I 





want to go back to this question or the statements 

you made that the investigations conducted to date 

on natural gas service in Northern Canada had really 
just scratched the surface. Now I don't understand 
what you mean by that, in view of the discussion that's 
just taken place between you and Mr. Commissioner. 

A Let me give you an 
explanation. 

Q Are you saying that there 
is a great deal more work, investigation, analysis and 
consideration has to be done and a great deal more 
information known before one can say with certainty 


"These communities can be served with gas on an economic 


a . 
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basis without any subvention or subsidy from governments | 





or from Southern Canada." 

A I can say wth certainty 
that if the pipeline is built, Inuvik can be served 
economically, and I don't care what qualifications you 
may Want7to, put on at; If the pipeline is built and 
the gas is developed -- 

Q That's a question of 
geography. 

A And as you get further 
and further away from the pipeline, as you get smaller 
communities, my ability to say without question that 
this community can be served, then I'm less and less 
certain. The community under the current economics 
that's on the borderline, I can't tell you whether 
that will be economic or not economic until we're 
closer to the event. 

Q O.K. ‘Inuvik | 
certainly, under any conceivable set of i kanaeeeceae 
The. rest maybe yes, maybe no, is that what you're 
telling me? 

A Fort Simpson is essentia 
certain, certainly. 

O.K. Again that's -- 
Norman Wells -- 

That's geography, is it? 
Yes. 


Ole Ka 
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The whole economics is 


based on geography. 
Q I understand. That has 
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Cross-Exam by Steeves 
nothing to do with the kind of tariff that maybe put 
ingoCetyert HomoreconpaxdonvhaSorrye dedidndieheary yous 


THE COMMISSIONER: Excuse me, 





the geography and the market? 
A No, there are many 
factors. We just hit upon another one here that there | 
has to be a decision made in Northern Canada as to how 
they are going to manage natural gas distribution. Are 
they going to manage it on an individual system costing | 
basisi where’ each community can. fly ht Bye itself. 66 
Inuvik can put in natural gas service and get the 
bene fits Pout por happens: to bey close’ to the pipedaine? 
Or 1s there going to be joint system costing where 
you take Va group Of communities and provide them 
service? Or are you going to have a system where 
there is competitive rate-costing with subsidized 
energy to other communities? That's some of the 


decisions that I believe have to be made. You know, 





there's the basic decision of the economics to provide 
that service to these communities, and after you get 
that far, you say, "Well, how are we going to handle 
LEP Are weergoimd ito handle at onyaxone~community (basis?! 
TO give you an example, for 
two Cabinet Ministers of the Alberta Government, 
they came into their job in the energy area, got in 
touch with me and said, "We want to have a discussion 
withivyou," when I was in the utility business. They 
said, “Why isn’t natural gas alk priced on the-same 


| 
basis tor all Albertans. 


And my answer was, "Because 
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back in 1923, one community was served and it's called 


the City of Edmonton; and when the next community wanted 


to be served, the costs were higher, so a decision had 


i 
| 
| 
| 


to be made at that point, do you share the costs or do you, 


go to two rates. The decision was made at that time 
to go to two rates. That led a whole development of a 
system of different rates based on economics." 

You could have gone another 
direction and said, “well, every time we take ona 
community, the costs will be averaged." 

Those are some of the things 
that I'm pointing to when I say, "We've just scratched 
the surface." 

MR STEEVES: 

Q There is a tariff which 
might make even service to Inuvik uneconomic, isn't 
that right, amongst the various tariff schemes that 
are in use in the natural gas industry. 

A There's two things we're 
getting crossed up between economics and how you 
are going to, what rates you're going to put in. For 
example, you can have economics showing that it costs 


a dollar per million BeT.U;s to supply Intvik. But 


at the same time the government could say, "We're going 


to charge $20 an Mcf. and give $19 of that into the 
Northern Arctic communities." On that basis, no one 


in INuvik would’ take natural gas, but’ that's one: rate 


schedule that you could -- 
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QO Bag htith Bat. ckfwe're 
talking about northern communities generally and 
whether or not gas to a given number of northern 
communities is economic or not, a vital element is 
what tariff is going to be applied over all of those 
communities and what system of tariff is gOing to be 


applied. Am I not correct? 


A I am not sure why -- 


Wiatag re. hiUr med nptheswoard> tkardGe forte Ii) you mr er usang 


te hiande ona are. certain costs associated with those. 

O Yes. 

A Those costs can be 
distributed in different ways which will be reflected 
in different tariffs, then I can agree with you. 

Q Ié one ismgoOing to: serve 
a community where a lateral has to be built for example 
£Orea,distancesoG,150 miles, to serve a very small 
number of consumers or a VeryNstiallatioad, that would 
have an important affect on the overall tariff and the 
economics of that tariff, would Lhe wala y er, 

A Well my suggestion was 
a recommendation -- my testimony was that we should not 
supply service where it is uneconomic by an individual 
customer -- individual community basis. Then once 
you make that decision, then the tariff overall, 
how you distribute the costs overall or how you ask 
to reflect the revenue is then a decision that has 
yet to be made. 


MEgha DELVES fywRaghbat!Thank you 


MR. HOLLINGWORTH: Mr, Commissidne: 
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Lainsbury, Dusel, Dalby 
Cross-Exam by Hollingworth 
I will go now if that is all right with everyone. 


CROSS-EXAMINATION BY MR. HOLLINWORTH: 


| Q Just one 

question Mr. Dalby. You assumed that the original 
Arctic Gas route was in place when you gave your 
evidence. I mean by that the route that came across 
the North Slope looped down near Aklavik and around 
by Fort McPherson, avoiding the Mackenzie Delta and the 
on up the Mackenzie Valley. 

A As we mentioned in 
our testimony, the work that was done was based upon 
the CAGPL document of September, 1974 and that was the 
route that was in place at that time I believe. 

Q Are you familiar with 


the proposed CAGSL amendment whereby it would cross the 


delta and come down from Richards Island -- 

A Noy) ‘ani 

Q -- on the east side of 
the delta? 

A No I am not. Not to the 


extent in answering questions under the terms of 
reference that I am here today. 

Q In view of your experienc 
would you be prepared to say whether the supply to 
Fort McPherson and Aklavik would now be economic? 

A That would not be 
appropriate for me to answer that question without 
looking at the routing and making an investigation. 


MR. HOLLINGWORTH: All right. 
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Lainsbury, Dusel, Dalby 

Cross-Exam by Hollingworth 

Cross-Exam by Bayly 
Thank you. Those are all my questions. 

MR. GOUDGE: Mr. Bayly 
CROSS-EXAMINATION BY MR. BAYLY: 

Q I better address most 
of my questions to the study that you made and upon 
which your evidence is largely based. 

Did you in your study take 
a statistical breakdown of the native and non-native 
content of the settlements which are members of the 
Association of Municipalities? 

WITNESS LAINSBURY: No we 
didn't take a specific demographic breakdown of the 
communities. I'd like to add to that a little bit. 
When we first started on this work, we were directed 
by @mmission counsel and I think properly so.- But 


our dealings should be simply with the council of the 


communities as representatives of that community. We 


had initially proposed some community meetings in 


generating an expression of community concerns. But 


it was feared that these types of meetings would cause 


some confusion between what we were doing and the 
community meetings of this Commission. 

So, our dealings with the 
communities have been limited strictly to discussions 


with the councils of the communities. 


Q Would you be in a position 
to agree with me if I were to suggest to you that some 


of the communities that are members of the Association 


are predominantly peopled by native peoples? 


A I would say that's true 
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| 
-Lainsbury, Dusel, Dalby 
Cross-Exam by Bayly 
| 


in the case of certainly RaeFdzo and Tuktoyaktuk, yes. 
Q Let's use Tuktoyaktuk as 


an example of a community where probably the Inuit are 





in the majority. Now, one of your recommendations is 
with regard to the settlements and a suitable area 
surrounding them being exempt or excluded from any 
native land claims. You will find that TI think on page 
SI -O£f, YOuUr report: 

THE COMMISSIONER: What did 
you say? I didn't hear that? 

MR. BAYLY: There is a 
recommendation in the report on page 97 that states 
the municipalities recommended however that such lands 
dedicated to bie native claims settlement be located 
at sufficient distance from aa corporate boundaries 
sO as not to interfere with the necessary and orderly 
expansion of these centers in the future. 

THE COMMISSIONER: Well that's 
one of the recommendations Mr. Sigler a would be 
advanced later on, based on the evidence. Well -- 

MR. SIGLER: I was going oo) 
mention sir as I did in introducing our evidence 
that the people from Stanley who did the study would he 
giving their expertise as to the cost of physical | 
services and infrastructure to the three larger communities 
in question and that they would not be. attempting to the 
defend the more political recommendations that are 
contained in the study which were in fact drafted by 
the Association and the members of the council. But 


these people will be appearing on later panels to defend 
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| their recommendations. 

2| MR. BAYLY: All right. I just 
7 want to go into the assumptions that 
ad are made on which these recommendations are based. 

5 If these members aren't in a position to defend these 


things at this point and they are coming back to do so, 
I will defer these questions. 


THE COMMISSIONER: Excuse men. 





not .these gentlemen, the other panelists that Mr. Sigler 

named yesterday in his opening address -- see 
these gentlemen and I may say that I am very grateful 
to them. They have really given us some of the meat 
and potatoes, facts and figures and the other panelists 
that Mr. Sigler intends to call will be dealing with 
Matters that I suppose are rather more controversial 
and I think the people he named are northerners as I | 
recall. 

MR. BAYLY: Well Mr. Commissioner, 

I would like to try these out on this panel because 
it may be’that there are physical and infrastructural 
reasons why these recommendations make sense from a 
planning point of view. If they don't and they are 
purely political or northern controversial issues, 
then I am sure these gentlemen will be able to tell 


me that. 
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THE COMMISSIONER: Wouldn't it 


be -- and I'm not -- let me just say something to you, | 
I'm not trying to stop you because -- no, no, you've | 
come to something that may be pretty important, not 

may be, 1s pretty important. 

Mr. Sigler and the people he 
represents want to see an expansion of the municipal 
form of government as it has been introduced in the 
Territories and -- 

MR. SIGLER: Excuse me sir, 
it's not our position that we want to see an expansion 
of it, our position is that we're stuck with it for 
certain communities and -- 

THE COMMISSIONER: Right, okay 

MR. SIGLER: -- we have to 
deal with it. We're not at all supposing that it be 


expanded to communities that don't want it. 





THE COMMISSIONER: Okay, forgive 
me but there's a certain point at which the 
concept that is implicit in tke views that will likely 
be expressed by Mr. Sigler's panelists are not 
entirely consistent with the views that will be expresse 
by the members of your panel who are coming to discuss 
the Nunavut proposal and that's a pretty fundamental 
SOUrCe OL aGITLIculey, well, anyway, you carry on 


for a while and see whether these gentlemen can shed 


-any light on the subject. This means they are converte 


from experts on municipal sewage systems into experts 


on land claims. 


MR. BAYEY?e “Lm Ou Lryina co 
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di 

: get into land claims with these people. There is, in 

3 the report, the statement that the boundaries shall 

z be at sufficient distance to enable the necessary and 

© orderly expansion of the communities and I would think 

: that you gentlemen, as experts have some idea on what 

: that sufficient distance might be, at least with regard 
: to specific communities and I'd like you to refer to 

e Tuktoyaktuk if you have considered that one as an exampl 
am WITNESS, LAINSBURY: I don't think 
a that we can provide specifics in response to that. The 
oe statement that you see is simply a reflection of concern 
a that was expressed by the association and there's been 
no attempt, really, to puta finite number on the 
¢ distance between municipal boundaries or the expansion 
rae space that should be allowed for municipalities. 
=i Q All right, well, on page 
pe ae. you describe the sewerage collection problems in 

i Inuvik and state that a new three cell anaerobic lagoon 

= site has been choosen on the west side of the east 
a channel. Now, is that choosen within what would be 
a called the necessary buffer zone, if I can call it that? 
ve WITNESS DUSEL: That site 
a was choosen by the town's engineers on the basis of 
ry probably a number of considerations, one being a practical 
- requirement for separation of that kind of facility 
at from residential and other development, The other being 
rat the suitability of the site by comparison with other 
a sites for development of that kind of facility. I don't 
30 |; 
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boundaries now, or future expanded boundaries of the 

town of Inuvik, is an important consideration in selecti g 
the site. What is important is that those kind of 
requirements be provided for and you "re ouite right, 

when you're determining the area of influence outside 

of a village boundary, those are the kinds of considerations 
that you have to take into account. The ability of 

that community to locate a facility of that kind in 

that area without undue difficulty with other interests 

in that area. That would certainly be a consideration. 

Q And you will agree with 
me that a sewage lagoon located on a river channel 
has the potential, anyway, for influencing an area 
quite a long way beyond the area required for necessary 
and orderly expansion? 

A Well certainly, yes. 

Q And you will agree with 
me that there may be potential for conflict between 
people who want to use the land outside the communities 
or even inside ie communities and the municipal govern- 
ments who may be competing users of various resources? 

A Yes. 

Q On page three, your study 
lists the assertion of Canadian Arctic Gas that they 
will locate camps on the right-of-way and well removed 
from communities and on page five you state that on 
the assumption that Arctic Gas policy relative to 
construction camp location will be operable, that your 


concern is lessened. Now, did you examine situations 
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either in Alberta or Alaska or the Yukon Territory ‘to 
determine whether isolation of the camps as a policy 
of either pipeline or construction or mining outfits 
can really do what the applicant has suggested to the 
satisfaction of you as people who have studied this? 

A Lear | like to defer to 
Mr. Lainsbury on this, but I'll make the initial state- 
ment that it's my understanding that in our terms of 
reference, we were instructed to work on the basis of 
the proposals outlined in the applicant's proposal. 

Q Right, well do you make 
this -- 

A We took that as a given. 

Q Right. 

A Do you want to say some- 
thing about that John? 

WITNESS LAINSBURY: I think 
all I can add to that, and.I'd just like to confirm that 
in fact that was an assumption that was laid on from 
the start, that we would accept the application of 
that policy. We did attempt to, at the request of 
the Association, take a quick look at the then current 
experience in Alaska and that's reflected in a report 
that's appendisized to our own report, but beyond the 
information contained there, which doesn't really deal 
in any great specifics with the question you're talking 
about, the answer is no. 

Q All right, so you based 


your assumptions in this area on the fact that 
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the applicant could do what it said it could do with 


regard to the isolation of camps from the communities? 
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i! A Yes, we were only interested 
2 in this point from the point of view of trying to 

e project populations specifically in the three communitie 

4 that we've discussed. 

5 THE COMMISSIONER: Well, you're 

6 in a position of not being able to sort out all of the 

7 problems that this Ticwket is wrestling with, so you 

8 confined yourself to a set of assumptions. You've 


told us what you thought would happen, giving those 
assumptions. That's the long and short of it. 

A That's correct, sir. 

WITNESS DUSEL: Sir, you may 
recall, I think certainly Commission counsel will 
recall that when we were first invited to draft a 
program, we had drafted a fairly expansive program 
and that this was subsequently trimmed down to within 
what was considered by all parties to be practical 
limits, to give you the most useful information for 
the least effort. 

THE COMMISSIONER: 

Yes, I recall that 
vaguely, and I'm pleased, let me say, that you confined 
yourselves to the things you know best. 

MR. BAYLY: I'm not trying to 
suggest anything judgmental in my question, sir. I 
just want to define the limits of the study so that 
I know what I'm dealing with. 

Q Is one of your other 
assumptions that the gas pipeline could be studied 
in isolation from possible other developments within 


the corridor, such as highway, oil pipeline, hydro 
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transmission line, etc.? 

WITNESS LAINSBURY: That was 
a basic assumption which was been built into our 
population projections. We've dealt only with what 
we felt would be the impact of the pipeline. 

Q All right, so that the 
statement on pages 7 and 8 of your study that the 
communities will return to normal growth rates in the 
post pipeline period is based on this assumption. 

A That's correct. 

Q Did you take into account 
the possibility of looping the gas pipeline or did you 
just look at the project as projected by the two 
applicants? 

A Our employment information 
is based simply on the March '74 CAGPL application. 

Q Could you tell me where 
your information came from on page 28 that the 
Inuvik Hospital could handle a population of about 


37,000 people? 


A 3:7 2 
Q I think that's page 
25, Mrs Sigier. 
A Without direct reference, 


I believe that's based on a simple extrapolation of 
the number of beds and the Territorial standard that's 
used of 3.5 beds per thousand. 

Q What kind of a population 
does it serve at present, to your knowledge? I make 


the assumption that it serves more than the Town of 
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Inuvik. 
A Yes, I can't give you 
a precise answer off the top of my head. 
Q Did you conduct your 
Alaskan study with regard to the increase of use of 
hospitals in Alaska before making the statement that 
you made on page 28? 
WITNESS DUSEL: I'm sorry, 
Mr. Bayly, I gave that Statement in my presentation 
and I omitted to give you the reference from which 
that was taken. The information On which we based that 
projection is contained in a Publication, 
"Pipeline Impact Information Centre Report No. 3," 
Of August) 7)41974, Fairbanks, North Star Borough. 
Q Thank you, sir. 
A That's also listed in 
our bibliography. It's not our experience; it's the 
experience that someone else reported, which we used 
to make a statement. 
| Q SO your figure is made 
up from that Alaskan experience, as much as other 
Chings. 
A Yes. 
Q And in this you only 
go into the bed space as opposed to the availability of 
medical personnel and the ability to attract them 
to an area like this, 
A Well, I recall that this 
reference refers only to the question of the increase 


in patient load due to the pipeline activity, hospital 
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accidents and so forth, and the experience as it is 
reported in this document is that there is not a 
Significant impact in the day to day operation of 
the hospital. We have used their experience in extrapolating 
this situation. 
Q Now, in the area of 
recreation, you acknowledge that the presence of 
more people from the south will place a greater load 
On recreation facilities which are in some communities 
not adequate to provide service to the people that 
are there at present. You dso mention traditional 


pursuits, but don't mention facilities that are or 


are not available for traditional recreational 





14 activities. Have you looked into that in your study? 
15 A I think I should clarify 
16 again that when we talk about recreation, there is a 
17 limitation on the entire field of recreation. Our 

18 discussions and our investigations were limited to 

19 those sectors of the recreation field that involve 

20 capital facilities. We dealt with such things as arenas, 
21 rinks, swimming pools, parks, things that require 

22 Capital to develop, and entail operating 

23 costs. The other part of the recreation field which 
24 deals more with development of leadership and mainten- 
25 ance of the existing cultures, encouragement of the 

26 existing cultures which do not incur large or involve 
27 large capital expenditures, we did not deal with. 

28 Q All right. 

29 MR. SIGLER: I might add, sir 
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1 representatives of some of the Town Councils to speak 
2 about recreation programs as well as facilities. 
3 MR. BAYLY: I just want to 
4 confine myself to facilities because we did have some 
3 evidence, and I believe you were present for it, from 
6 Mr. Dittrich concerning a facility that an attempt is 
¢ being made to construct in the Town of Inuvik, the 
8 Ingamo Hall. That would be within the realm of your 
9 study, I would expect from the answer to your last 
10 question, 
11 A I think not. I think that 
12 I would have to say that that would not be included 
13 in our study. Our studies were confined, rightly or 
14 wrongly, to the typical recreational facilities -- 
15 arenas, hockey rinks, swimming poals and so forth. 
16 You're talking about the native Friendship Centre and 
1? we idid not\\include ‘those’ Kinds of facilities in our 
18 studies. 
19 Q All right, but you will 
20 acknowledge that they require capital expenditure as 
21 well. 
22 A Certainly, yes. 
23 Q All right, and is it 
24 fair to say then about your study that you confined 
25 yourself on pages 28 and 29 to what you, if I may 
26 quote you, 
27 "It will be critical importance for the 
ae . applicant to ensure that the Town of Inuvik 
ps) 


will provide first-class recreation facilities 


a comparable to the best that the south has to offer.|' 
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A Yes. 

Q And these will be directed 
to those southerners present and future to a large 
exrentc —= 

A Yes. 

Q -- although they -may also 
be utilized to a certain extent by the native 


who 
northern peoples/are in the community now and will be 





in the future. 

A I think that our terms 
of reference required us to identify two things. 

(1) that there would be an impact on capital rétiebremen Ss 
due to the accelerated growth for recreation facilities. 
(2) that there will be an impact because of the influx 
of new population, new people which will change the 
need, the recreation need patterns. I think this 

will be expanded upon later on; and that it will be 
important that the community have a very significant 
role in determining the kinds of recreation facilities 
that will be provided both through their own funding 
and through funding that the applicant is anticipated 
to put into the recreation field, in order to make 

that community attractive for their own people. 

I think we made the point 
specifically with respect to Inuvik, that the applicant's 
participation in the funding of recreation faciTities 
should be directed toward a co-operative effort in 
which the community has a part, rather than to pro- 


viding specific things which are specifically directed 





towards the needs of their people alone. 
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@) I understand. 
A That's an important 


thang. co note. 

Q Ad (eaght: VY wWhate it: am 
concerned with is that you will agree I take it that 
there are finite resources for recreation. 7 

A Yes. 

Q That the population balance 
will change in the centers that we are talking about 
like Inuvik. 

A Yes. 

Q That it may be possible 
that those people who have been there and come over 
from places like Aklavik may find that their recreationall 
needs in capital expenditure terms may take second 
place of those of the applicant and because of studies 
like yours saying that there will be a pressing need 
for traditional southern recreational facilities. It 
may be some time before they can go ahead with ones 
that aren't so traditionally southern. 

A I think there is that 
possibility. I think this is why it is important that 
the community decision makers have a role in determining 
what the expenditures will be, what the facilities 
will be and how the whole field of recreation 
facilities will be developed. I am presuming that 
through that process, these needs that you are talking 
about, the traditional needs which we have not specifica - 
ly identified, that they will be taken care of through 
this process of community participation in the develop- 


ment of recreation programming. 
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Q Well did you see that 
happening at present in any of the communities that 
you studied? 

A Well of course at present 
there isn't any of the kind of impact that we were 
directly commissioned to study. 

0) I understand that but 
you did say that there is and will be a pressing need 
in some communities for more of the facilities based 
on the southern pattern so you must have had a look at 
what is there now. 

A Yes. 

Q In your opinion, in terms 
of capital expenditures is what:'is there now in 
communities like Inuvik geared to what you have called 
"the best that the south can offer" or something else? 

A Well, I think as we have 
stated in our report and as I outlined in my presenta- 
tion yesterday, the recreation facilities which exist 
at the present time are in many cases applicable and 
appropriate to the population that is there now. But 
when the impact of the influx of new population hits 
that community, those needs will change, the appropriate- 
ness of the facilities will change ahd that some 
change in the program of providing recreation facilitie 
will have to occur and that there will be an impact on 
financing requirements because of this. Bear in mind 
that is the primary purpose of our study to determine 
cost impacts. 


Q Right. Let's turn to page 
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31 and another subject then. You state there thatthe 





volume of goods transported into the Town of Inuvik will 
more than double during the study period and that..." 
“=. al skipping a Dit nere == “and then “continued 


demand will be placed upon the community for water 





frontage and storage in close proximity to the water- 











7 | front.” Now, we have heard evidence in the past couple 
4 of days that there is very little waterfront left for 

9 | the use by people in recreational activities either to 
10 | Taunch their boats or to swim or even just to give 

1 them access to the water in parkland. 

| in the Town Of Inuvik in your 

13 | Opinion is\what little land is left for people going 

14 to be taken up by the doubling of the requirement 

Le for waterfront and storage? | 
16 A In this paragraph, we : 
17| are intending only to show the impactsthat can be | 
18 expected to occur. How the Town of Inuvik deals with 
se that problem is something that will have to be left to 
20 them and to whoever else they can interest in that 


problem. Now, to give you an example that I am more 





familiar with, in the Town of Hay River, there is a 


| Similar problem of shortage of waterfront. The 

| problem is probably a considerably more acute than it 
| is in Inuvik and the Town of Hay River has undertaken 
| on its own studies to determine how that problem can 
| be solved. They have another problem of industrial 

| area being required in a specific place which is 


| presently predominantly residential. That's not a 
| 
| 


| 
| 
simple problem to deal with but that's the problem a 
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they are going to have to face and deal with. They 
are undertaking to do that. I am saying to you that 
in the Town of Inuvik, the same will have to happen 
Their economic and commercial and industrial needs 
will have to be determined. They will have to be 
analyzed. THe cost of meeting those needs will have to 
be analyzed with full account being given to the social 
impacts which occur and the Town will have to solve thos 
problems. We have not attempted to provide solutions 
to those kinds of problems. 

Q I understand that but 
you have indicated how much increased waterfront and 
barging activity there will be. Have you also 
indicated in your study or to the Town of Inuvik how 
much waterfront they will probably require to meet the 
impact of the people moving into the town for the 
recreational needs? 

A No, we have not determined 
this quantitatively. We have only made the statement 
that there will be an increased requirement for this 
kind of land use. 

Q You have observed in 
your comparison between Alaska and the Mackenzie Valley 
and I take it that is what that observation is on page 
three that the relative lack of sophistication and 
experience in urban management in the Northwest 
Territories makes these communities highly susceptible 
to economic development of any kind, let alone the 
largest private undertaking in history. 


Now, I invite you to agree ee 
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me that the following differences in institutions and 
structures in Alaska may be a reflection of this 
difference in Boonie caeien. EFarstof<all, ithat 
Alaska is a State and as such is entitled to royalties 
from mineral production on government land. That's 
not so in the Northwest Territories. 

A I certainly agree that's 
an advantage, yes. 

Q And that the Alaskan 
native claims were settled prior to the pipeline 
construction and we don't know whether that's going 
to happen in this situation. 

A I'm afraid ee ans 
Subject that I can't comment on. I am not qualified 
to comment on that. 

Q And that Alaska contains 
second and third order urban centers where the 
Northwest Territories has perhaps two of those in 
Yellowknife and Hay River. 

A Yes. 

Q Now, in your appendix E, 
you refer to some of the differences between Alaska 
and the Northwest Territories that may have relation- 


ship to the severity or differences of impact. Have 


you had a chance to look at the evidence of particularl 


Dr. Dixon who gave evidence this week? 


A Nojisur, I have not. I'l) 


defer to Mr. Lainsbury. Perhaps he has. 
Q Have you had a change 


Mr. Lainsbury? 
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WITNESS LAINSBURY: No I 
haven't sir. 

Q Her evidence indicated 
t hat variables such as size of community, homogenity 
of a community and the sophistication of the community 
and its leadership structure and its experiences of 
past development in the Alaskan situation within it 
hada large bearing on how individual communities were 
able to cope with and understand the impacts of the 
pipeline development there. Would that fe parallel 
to observations you made in Alaska? 

A First of all, we didn't 
make these observations ourselves. We hired an 
Alaskan consultant to provide this report for us. 

But I am speaking from experience in other communities 
that generally that kind of statement is quite correct. 

Q She said for example 
that Anchorage being a large sophisticated center with 
a sophisticated city government and being a center that 
had experienced boom economies before was much better 
able to withstand the pressure of development than 
was Fairbanks which was smaller, less sophisticate 
and needed the development and so was less able to 
dictate terms. Would those be the kinds of things that 
you'd be concerned with in Mackenzie Valley communities 
and their ability to deal with the development on terms 
that they would like to help write? 

A I think when we are 
talking about sophistication in communities that 


probably the thing that we would lean on as being 
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he important is a tradition of planning within a 

2 community of forward planning and the ability ofa 

3 community to plan. I think that the calibre of people 
4 -- again, this is rather subjection -- I think that 

5 the calibre of people who are Managing the communities 


in the Territories, particularly the major communities 
are such that they can cope with the kind of accelerate 
growth that we may be looking at but only if they 
have the kind of access to funding that will allow them 
to do the forward planning that they know they have 


EG do. 
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Q What about the problem 
that Dr. Dixon raised with regard to the homogeneity 
of the community? Have you observed whether or not 
the communities in the Mackenzie Valley are divided 
on certain fundamental issues? It might make it impossible 
for them to decide -- 

MR. SIGLER: I wonder which 
communities, Mr. Bayly is referring to in that question? 

MR. BAYLY: I'm asking the 
question, Mr. Commissioner, because these gentlemen 
have studied the various communities and have talked 
to the councils and perhaps the councils have raised 
these problems themselves, 

A I think that the point 
here sir, is that we have only talked to the councils 
and our discussions with the councils have really not 
reflected the kind of division that you seem to be 
referring to. 

Q Now does the relative 
lack of sophisication and experience then, that makes 
them highly sieeenteniec to economic development refer 


only to access of funding in ycur statement on page 


three? 


A I would say in relation 
to the three communities that we anticipate experiencing 
substantial impact, but that's correct. I think they 
are competent to handle this kind of expansion given 


adequate funding. 


Q Well, where is the lack 
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of sophistication then? Where does that show up because 
you've mentioned that in your study on page three. What 
can't they do very well? 

A I think we're referring 
here to in some cases, a lack of previous experience 
in large scale land development, I think also, in fact 
that we're reflecting a concern here that was raised 
at some of the council meetings and workshops that we 
held with the various councils. 

Q Well, what indication 
do we have that if they have access to this money that 
they will spend it wisely for their communities if 
they haven't got this sophistication and experience? 
Where are they going to get it? 

WITNESS: DUSEL: I think, Mr. 
Bayly, if I may interject here, that there have been 
a number of Beanie of what we're referring to through- 
out our testimony here of a lack of sophistication 
and experience in urban management. You'll recall for 
instance, Mr. Dalby's testimony that when the matter 
of providing natural gas to the communities is resolved 
to the point of making investments and actually setting 
up operating systems, there will be a great deal of 
study required on the part of the communities to ensure 
in their behalf that they are getting the best type 
of management systems and that they are getting the 
best kind of arrangement with the suppliers of the gas 
and with the transporters of the gas. This is one area 
in which they have virtually no experience because this 


kind of situation has never applied before. They will 
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2 need help there. Other situations are evident in the 

3 forward planning which has been carried out in the major 
4 communities and which we think should be undertaken in 

5 some of the other communities in the Mackenzie Valley. 


Q Well, do you have a 
suggestion, sir, with regard to your example or maybe 
Mr. Dalby has, as to how the smaller and less sophisti- 
cated communities in the Mackenzie Valley can protect 
themselves, say from a town like Inuvik making a good 
deal for itself on gas, but not providing for an averaging 
scheme on rates or something like that that would make 
it possible for a community the size of Tuk or one the 
size of Aklavik to purchase gas on a subsidized basis 
if that were the only way that they could get gas in 
in a way that was competitive with other fuels. 

A Yes. Before I ask Mr. 
Dalby to reply to you directly, I would like to point 
out that our submission is on behalf of the Urban 
Municipalities Association and in the evidence that we 
give, I think you should recognize that throughout. 
That's where our responsibility lies. 

Q I understand that and 
all I'm asking you to do there is perhaps to step out- 
side of that and give me your professional opinion on 
the problems of the smaller communities. 

WITNESS DALBY: Do you want 
to give me the specific question relating to gas 


supply? 
Q Well, the concern that I 
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2 had, because you raised this in your cross-examination 

3 from Mr. Steeves, was that the historical process of 

4 making arrangements to get supplied with gas that occurred 

) even in a far more sophisticated area, such as Alberta 

6 made it probably difficult for some communities to get 

q natural gas at competitive rates there. 

8 My concern is you have told 

u us that Inuvik, no problem, they can get Betas 

10 right on the pipeline. They can make an arrangement to 
si get it at a competitive rate. You're not too concerned 
12 about them. What I'm concerned about is how does as 
13 smaller community that might like natural gas as a fuel, | 
14 bargain, especially given the fact that Inuvik may get 
15 gas prior to a community 50 miles off the Ri peiinca 
16 being supplied with it? 
ee A Okay Firet of sal ee 1 
18 didn't say there was no problem with Inuvik getting 
19 natural gas. I said on the basis of economics there's 
20 no difficulty and there's quite a difference and the 
21 answer to how other communities can look after their 
22 Bees « it can be done and I'll draw from the experience 
23 in Alberta. It can be done by a group of communities 
24 recognizing that they're inter-dependent and that they 
25 live in the same community aod by agreement they agree 
26 that they will share the benefits because if the pipelin 
af goes in a Barticular,cdoecation,, that's an accident 
28 thatedi?. gocssan thateparticular: Jocation... [t's an 
29 accident that that particular Pera Ei is closer to it. 


30 So, at times, and I've seen 
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this happen, that they're very rational minds that ara 
to bear on a problem like this and they reach agreement. 
I will also suggest that these times are less frequent 
than the other times where the fellow that is clbser 

to the pipeline wants all the benefits and the fellow 
that's further away has some trouble letting his voice 
be heard. And then there's a thing that goes along 

with this, the offsetting or the balancing power anda 

it's called political action and again you can draw from 
Alberta the various forms of political action. For 
example, when the export of natural gas was suggested 
from Alberta, one of the requirements set out by 

the Alberta utility companies was that they have first 
call on the natural gas for domestic and commercial 

use and first call for a certain quantity for an industrial 


use and this was a condition of export. This is -- you | 


| 
! 


know, some of these things have already happened in 
the past. 

Other things that are happenin 
right into Alberta today, there is 70 million dollars 
being used to subsidize natural gas and Alberta really 
doesn't need its natural gas subsidized when you look 
at the northern situation »y)Soyvhernewyounwwill face a 
situation,, I'll, go back to my ice cream and the picnic 
scene. There is a block of ice cream to be had here 
and it's how that ice cream is shared has yet to be 
determined and you can think of the communities that 


are close to the pipeline and that are further away 


from the pipeline, but there are communities in the 


| 
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and I think that the federal government must have a 
policy with regard to energy for northern Canada and 
this just gets into the bigger issue, But what I was 


pointing out earlier is that the communities in tunis 


| 
| 
| 
i 


area have to have the wherewithal CO De 1n e/posa rion: 


where their voice can be heard, where they understand 


the issues, because I found, from experience where people 


do understand the issues, the chance of getting them 
Pesolved gre a 1Ot better than just fighting amongst. 
Ourselves without really knowing what the issues are f 
O Although you recognize 
the possibility in various situations that the ice 
cream will all he eaten before some people understand 


Lie wssues: 


A NO. the ice cream will 
mele belore we divide au, thete"s my concern. 
Q I see, 


Mh. SLPEVESOy That”™s [ike 
ene parfait in the Explorer Dining Room. 

A I will make no comments 
On» ehe food inethe Explorer Dining Room today. That's 
nom because I*m not qualified te do so, 

THE COMMISSIONER: Well, why 
don't we try the coffee? 

Mi BAYUY: ~ J Just wanted 
you to know that I was finished. Thank you very much, 


(PROCEEDINGS ADJOURNED FOR A FEW MINUTES ) 
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(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 
MR. GOUDGE: Mr. Bayly has 
completed his cross-examination and Mrs. MacQuarrie, 


I think, has several questions for this panel. 


CROSS-EXAMINATION BY MRS. MacQUARRIE: 

QO Mr. .Dusel, Inuvik is 
an acute care regional hospital. Has any consideration 
been given to the need for the special care auxiliary 
convalescent type of hospital, in your estimate? 

WITNESS DUSEL: No, we didn't 
consider any specialties of the health care areas 
such as that. 4 

Q ‘On page 10, paragraph 2, 
are you anticipating that some of the pipeline construc 
tion workers will spend their off-time in Inuvik? 

A No. The assumption 
that we're using throughout this study is thet the 
work plan that Canadian Arctic Gas in their application 
Outlined, that is that construction camps will be 
isolated, so we're not disputing any construction 
workers having an impact on the Town of Inuvik. The 
impact occurs from the permanent workers. 


Q Who will be employed. 


A By reason of the 
pipeline. 

Q I see. 

A And related industries. 


Q Was there any thought 


given to the possibility that the Town of Inuvik might 
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apply for the people to spend their off-time in the 
community? 

| A No, we didn't consider 
thats 

Q In your own opinion ,, 
then, is this a posstbility? 

A LYaor Cy chink -thac 
should hazard an opmion on that because I'm really not 
qualified. 

Q Thank you. On page 17 
dealing with the Town of Fort Simpson and the educational 
facilities, could you clarify for me whether or not a 
shift-basis of school attendance is anticipated there? 

A I dort believe so. I 
don't believe that any departure from the normal, 
from the type of educational procedure that is 
existing now was anticipated in making these projection ; 

Q Thank you. Your submissio 

includes the projected need for education, 
hospital facilities, policing, recreational, sewage 
and sanitation. It appears, however, that the need for 
social services, increased social services has not 
been included. 

A hac Ss COLrece. 

Q Could you tell me why 
this is? 

A Well, as I said in my 
direct presentation, these factors were not omitted 
because we didn't consider them important. They were 


omitted because our direction was to concentrate our 
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efforts on those kinas of facilities which would 
require capital investments, and which would therefore 
have a high cost impact, and bear in mind this is our 
thrust, the cost impacts, not that social services 
don't entail a high cost for people involvement, but 
this was not the kind of thing that we were directed 
to put our attention to. We're certainly not implying 
that it's not important. I want to stress that. 

Q But surely the municipality 
would be responsible for providing housing for the 
staff working in the social service field, would it 
not? 

A Yes, we've looked at the 
problem of providing housing, and I think you would 
agree that that component which would be necessary to 
provide accommodation for workers in the social field 
or really workers in any specific sector, would be 
covered under the overall umbrella of our identificatio 
of the total housing needs, without specifically saying 
three or five units will be required for social 
workers. 

Q O.K., There hasn't in 
your presentation again, you didn't go into the need 
for, or perhaps there isn't any need for environmental 
health officers. YOu didn't go into that area at all. 
Was that not -- 

A No,we didn't go into that 
area and that certainly doesn't mean that thewisn't 
a need for it. It means that our direction was not 


to put our attention to those areas. Our direction was 
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quite specific: 
MRS. MacQUARRIE: 
I realize that, yes. 
Thank you, I have no further questions. 
MR. GOUDGE: Sir, I have some 


questions. 


CROSS-EXAMINATION BY MR. GOUDGE: 

Q Could. Task vou to.turn 
to the recommendation section of the Stanley Report? 
I'd like to ask you first about one or two of the 
recommendations that you make. Mr. Dalby, you're 
familiar with the recommendations, although I gather 
you weren't involved in the writing of the report. 

WITNESS DALBY: That's right. 

Q Dealing with the gas 
supply to communities recommendation, the same 
definition of economic appears there as you adopt 
in your evidence, I take it, that is that an economic 
community is one which is where there's an economic 
advantage based on a community distribution system. 

A Thal is. correct. 

Q Let me ask you whether 


-- why you chose that definition as opposed to a 


distribution system that involves a number of communiti 


A You get the second 
definition by looking at the bottom of the tables 
4 adise Sata OO Sa 3 persia. you'll see at the bottom of 
each or any of these tables that they state an overall 
franchise pricing system. This leads you to the 


average cost of natural gas service for the community, 
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and that in effect is what is called joint system 
costing, where the costs are spread over a group of 
systems; but in the Arctic Gas study they used the 
terminology "community pricing system". So both 
Systems are outlined in these tables. 

Q Just so I'll understand 
it, taking Table 4.3, on the unity costing system 
it appears to me that gas is a cheaper source of 
energy than oil. 

A That is correct. 

Q Does that indicate that 
on a unity costing system, it would be "economic" to 
distribute gas to all the communities? 

A On the assumptions upon 
which 4.3 was based, it shows that the -- instead of 
saying "the equivalent cost of oil" it should say 
"the 1984 estimated cost of oil" for all communities 
is 9.03 per Mcf. equivalent, and that Mcf. contains 
by definition going back to CAGSL's work, 1,100,000 
British thermal units. The average cost of providing 
natural gas service for that same group of communities 
is $5.08, and then I went on further to suggest that 
I would not, if I had the responsibility, put gas 
into Enterprise where it would cost $62.96 per Mcf. 

It would be much more rational, I think, to supply 
natural gas only where it's economic, and if you must, 
take the benefits resulting from the difference in the 
cost of service and subsidize Enterprise natural gas 
Or subsidize Enterprise's fuel oil rather than But. an 


uneconomic pipelines. I think it's a waste of resources 
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to put in pipelines to provide natural gas where another 
source of energy can supply the community on a lower 
Cost. 

Q Even though on a unit 
pricing system it might still be “economic"™ to supply 
gas to Enterprise? 

A Yes, but on the basis 
you've got to recognise that on the unit pricing system 
for example, if we took all the wages in Canada and 
said, "Let's go toa unit pricing system," you can, 

I think anyone can appreciate what happens in that 
basis. Then everyone ends up with the same salary 

and the end of that would be a fairly chaotic situation |. 
unless you had a very compatible bunch of people. 

THE COMMISSIONER: Excuse me. 
You're saying that Jaan Site not, even if a joint 
pricing system were adopted, you would not want any 
community to participate if the cost of delivering 
natural gas to that community considered in isolation 


exceeded the equivalent cost of oil. 
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A That is 
correct. 

Q I take it the reason 
for that is that you consider any other scheme to be 
in this allocation of resources in some kind of macro 
sense? 

A Well.it is... If. it is 
going to cost you more to put in natural gas and you 
have to say spend an extra $1 million on pipelines 
to put in natural gas and the cost of present value 
of those costswill become $1 million, it would be bette 
to take that same million dollars, don't put in the 
pipeline and give it to the people in say the Arctic 
Islands to help reduce their cost of energy. 

Q Yes I understand that. 
Thank sir. Now dealing with the municipal tax level 
recommendation that's in the report and Mr. Lainsbury 
I take it this would be directed at you. Your 
recommendation is that there be a fixed rate of 
increase in the annual per capita tax load on any 
community over a given limited number of years. Is 
that so? 

| WITNESS LAINSBURY: Yes again, 
this is the recommendation of the Association that I 
can perhaps help to clarify the recommendation. That's 
the intent, yes. 

Q Given that, what constraint 
is there on municipal spending? I take it municipal 


spending that context is made up of tax based funds 





and higher government supplied funds? 
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A The restraint on spending 
apart from of course the responsibility of the council 
is on the other part of that recommendation which 
brings tapering off condition after construction 

such that the per capita tax rate would be allowed 
to increase after construction. 

Q To mop up any deficit 
that may arise or that may have arisen. 

A Yes, basically, that's -- 
let me get the -- 

Q It's on page 104 sir but 
that completes my question on that matter. Perhaps 
you could turn to the next page -- page 105 -- and 
address yourself to the indirect impact recommendation. 
Firstly, your evidence in chief yesterday as I under- 
stood it didn't deal with any local inflation impact 
evidence. Is that so? 

A That's correct. 

Q Were any studies done 
by your organization to found this recommendation which 
would assist us as to a prediction of local inflation? 

A No, I believe this 
recommendation is a reflection of the concern that was 
expressed in many of the communities relative to a 
localized inflation that may occur in the valley. I 
think that that concern is a reflection 
experienced by the members of the Association in 
Alaska. 

Q I see. Now, your evidence 


yesterday did deal at length with your :population 
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Cross-Exam by Goudge 
estimates and again so I will understand them perhaps 
you could turn to the rather more fully fleshed out 
calculations in your report. I would like you to 
turn to the Inuvik section which is at page 16 of the 
third section of your report. 

You, at that point make a 
number of assumptions concerning multipliers for a 
variety of factors. First I would like to ask you abou 
your third assumption, that is the average household 
size of employees with skilled jobs being 2.5. First 
of all why that figure. Secondly, what is wrong with 
the Gemini North figure of 3.5 that was used in their 
Northwest Territories study? 

A The assumption number thr 
relates of course to assumption number two that all 
skilled jobs will be filled by personnel from outside 
the Territories. Then we go on to say that skilled jobs 
with an assumed average of 2.5 per household. It's 
my understanding that one of the Gemini reports in fact 
used that figure of 2.5. 

Q Yes. THat was the one 
they did for Arctic Gas I». take it? 

A Right. 

Q Yes. 

A We felt that was a 
reasonable number for assumption purposes. 

Q They used 3.5 in their 
Northwest Territories study, did they not? 

A Yes. There were sub- 


stantial differences between the two studies. 
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Q Can you give us any 
reason for your choice of 2.5 as opposed to 3.5? 
A It's largely subjective 
We anticipate that the kind of people that are going 
to be coming in are basically young professionals. 
It will certainly be a mixture of families and singles. 
3.5 is getting -towards an average family size and we 
think there would be enough non-family households coming 


in that we should reduce that factor as we have suggeste 


On As 
Q Your 2.5 figure I take 


it is based on no survey data or any base line data? 


A No. It's really based 
on the assumptions that I have mentioned. 

Q Now the second multiplier 
if I can use that phrase, that you assume is in your 
fourth assumption where you speak of total induced 
employment opportunities being 1.0 times permanent 
employment and .2 times temporary employment. Is that 
correct? 

A Right. 

Q Once again, I would ask 


you for the basis for both those assumptions. Why 1.0 


for permanent employment; why .2 for temporary employme 
A These are really based on 
observations in Similar types of communities. I 


don't have the precise statistical background with me. 
I would point out though the similarity between this 


assumption and that made by Van Ginkel not in quite 


the same terminology, but he was talking a range between 
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Cross-Exam by Goudge 
a 40:60 ratio and a 50:50 ratio between direct and 
induced employment which is really what we are talking 
about here. 

Q His 40:60 ratio is 1.5 
in your terms? 

A That would be correct. 
He was using 40:60 I believe in the major communities 
and 50:50 which would 1:1 as we have used in the smaller 
communities. 

Q Now, in terms of the 
secondary employment that you were postulating, did 
you take into account government secondary employment 
or are you speaking here only of induced employment 
induced in the private sector? | 

A I think we have to be 
careful of terminology here. You are talking about 
secondary employment and in the sense that Van Ginkel 
uses the secondary he is talking about primary and 
secondary in the sense that we would refer to basic 
employment. He is talking about tertiary and quaternary 
as we would refer to non-basic. 

Really what we are talking 
about here is the relationship between basic and non- 
basic being Lil. The induced employment being a total 
induced employment and including as you say government 
which would be really in the quaternary or the 
tertiary sectors. 

Q So your non-basic includes 
government.’ 


A That's correct. yes. 
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Q Now your -- the third 
figure that I would like to refer you to is in 
assumption six where you speak of 70% of induced 
employment being made up of family heads. I take it 


that that's family heads as opposed to Single persons? 





A Yes. ‘ | 
Q Once again, the basis 
for that selection, given that others for example ‘“r 


Trusty for Arctic Gas used an 80% figure. Can you 
give me the basis for your choice of 70%? 

A Again without making 
a statistical reference, it is simply a judgment 
reflection on the fact that all of the workers coming 
in will not be -- will not -- let me rephrase that. 
The household head of households moving in will not 
be the only employee from that household but there will 
be perhaps wives for example taking advantage of 
employment opportunities. 

Q Basically, your best 
judgment as opposed to the product of any base line 
field work. 

A That's correct. 

Q Now, after making those 
assumptions and dealing in a continuing way with your 
Inuvik calculations, you go on to a high population 

forecast and a low population forecast. Are you 
including in both those calculations the construction 
phase of this pipeline proposal as well as the sub- 
sequent operations phase? 


A We are using the exp toynect 
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data, both permanent and temporary that we footnoted 
from the CAGPL submission. I don't have direct 
reference to the table. I am sure you have it. 

We are not using pipeline 
construction work forces as part of this population 
projection. No. 

Q ITitake .1it¥itisinot the 


case then that your temporary employment position 


figure is designed to indicate construction work forces? 
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A Not construction work 
forces directly associated with the pipeline, but 
construction work forces anticipated within the CAGPL 
submission that would be related to gathering fields 
and whathaveyou adjacent to and in the Inuvik region. 

Q I see. Well, just so 
I'll be sure to understand, let me ask you to go through 
your high eae eicd. rarenaes calculation very quickly 
with me please. It's on page 17 of your report. 

As I understand it, taking 
your permanent skilled employment positions at 117, you 
derive that figure from the applicant's application. 

A ‘Right, that's correct. 

Q And you apply to it your 
assumed family size. 

A Right, 

Q Permanent semi-skilled 
and unskilled positions times family size, the derivations 


of those figures are the same sources, 


A Yes, 

Q Application and your 
assumption. 

A Poet ec COrrect:, 

Q Induced employment is 


simply the sum of those two figures times your multiplier? 
A Yes, plus the multiplier 

for temporary positions and you note there that we 

assume that each of those temporary positions represents 


one half a man-year so we've taken -- 
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Q Represents, Jim sorry, 
what? 

A Represents one half 
man-year and our multiplier related to temporary positions 
is .2 times one man-year, so that we've divided -+ the 
application shows 1,435 temporary positions in this 
particular year. We've divided that by two to give 
us the number of man-years, 717 approximately. 

Q 1°m SOLrry, © mo stil) ‘not 
clear what is indicated by the temporary position figure 
of 1,435. I understand it's derived from the applicatio 
but -- 

A “My interpretation of 
the information from the application is that these 
temporary positions are associated with basically, 
gathering lines and similar activities in the Inuvik 
region. 

Q I see. Have you given 
any thought to applying this kind of population projection 
technique to the construction operation itself? 

A No sir, we have not dealt 
with the construction operation, We've assumed isolatio 
relative to pipeline construction crews. 

Q And I take it you've agai 
assumed no secondary employment effect from the construc 
tion phase? 

A Thats correct . 


~Q While you've assumed 
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assumption, if there's going to be, for example, a 
northern purchasing policy during the construction 
phase? 

A There's obviously going 
to be some induced employment which is going to depend 
upon that kind of policy. I don't think the magnitude 
is going to be significant in terms of the intent of 
these population projections, which is really to give 
a handle to the municipal people in extrapolating capita 
cost requirements, 

Q And again, your populatio 
figures build in no factor to take account of possible 
looping of this pipeline or building of an oil line? 

A I don't believe that 
those activities were included in the source material 
that we used from the application. 

THE COMMISSIONER: No, they 
weren't. 

A Thank you. 

MR. GOUDGE: Now, Mr. Dusel, 
let me ask you one or two questions about your evidence 
26:1 May sir. You at the beginning of your evidence 
say something about the dollar costs and the calculation 
that you make regarding those dollar costs. At the bottom 
of page one you say that cost estimates were adjusted 
to 1975 dollars and that you did this by increasing 
all estimates made before and including 1972 by 7 percen 
a year, those of 1973 and onwards by 15 percent a year. 


I take it, you as well dis- 
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counted those costs estimated to be made after 1975 
to produce 1975 figures for those? 

WITNESS DUSEL: Yes sir, 
There are two separate processes involved here. The 
-- you should appreciate that we dealt with the cost 
estimates for capital facilities that were prepared 
by a number of different people, namely the consultants 
for the different communities and we escalated those 
estimates of cost from the year in which they were 
made, to 1975 according to this procedure. Then, ween 
we looked at the time frame in which capital costs 
would be incurred, we took -- we brought all of those 
capital costs back to the base year of 1975 by discounting 
them for the intervening period at 10 percent per 
year so that all capital costs are compared on the basis 
of their present value in 1975, discounted from the 
year in which they will occur at 10 percent per year. 

Q Yes. Now sir, yesterday 
you said in passing that you had some experience at 
FOrteMemMurray.. 

A Yes. 

Q Could you reiterate 
what that was? How you were involved with the Fort 
McMurray construction process? 

A I was involved in the -- 
well, I did the preliminary engineering for the water 
and sewer system for the town of Fort McMurray in 1962. 

‘ 
This was built in 1963 at which time, the Great Canadian 


Oilsands Plant was just beginning to be developed, 
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Through the period 1964 to 
1968, this is the period when the plant was being 
built and the operation and maintenance personnel were 
being brought in, the town of Fort McMurray experienced 
a population growth from 1,100 in 1963 to approximately 
7,000 in 1968. My involvement was to provide first, 
the forward planning for providing infrastructure for 
that kind of growth and secondly, to provide the detaile 
engineering and the construction supervision that went 
with the implementation of that planning and by 1968, 
all of that infrastructure was completed adequate to 
Serve ampopuLation of 7,000. 

Q Yes. Now, you spoke 
yesterday of a local inflation rate of 15 to 30 percent 
through that period of time. 

A No, this is the more 
recent experience. The 15 to 30 percent is the recent 
experience which we are encountering with the advent 
of the Syncrude project. 

Q More recent meaning what 
in time? 

A Well, current experience. 
Prior to the time that the Syncrude project actually 
commenced construction in the field there was a certain 
level of construction costs which the town of Fort 
McMurray was experiencing in developing their water 
supply and sewage system extensions. Coincident with 
the start of construction on the Syncrude project because 


of the decrease in availability of labour, materials and 
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services, the costs have shown an escalation which we 
attribute to a local factor in the order of 15 COs 
percent. | 

Q Was that experience a 
repetition of a similar phenomenon that occurred during 
the earlier construction phase? 

A Yes. In qualitative term 
it was, quantitatively this escalation is more severe 
than that which we encountered in 1963 and 1964. 

Q What do you attribute 
that difference to? 

A I'm not sure that I 
can explain the difference other than the Syncrude 
project appears to be bigger. I'm not really sure that 


I can explain it. 
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O Is the inflation rate 


being experienced oniy in the construction sector, or 





is it being experienced locally in that kind of quantity 
| 


across-the-board in Fort McMurray? 

A You mean in price of 
food and rents and so on? 

Q Yes. 

A I don't think that I can 
answer that question. My experience, of course, is 
pretty exclusively with the construction field. 

Q Now, there is no doubt 
that the costs that you describe being necessitated 
to expand the infrastructure in the communities you 
spoke of are going to be substantial, and I take it, 
do you have a view as to whether those costs will 
themselves be inflationary? 

A. Well, in my view there 
is very little doubt that there will be inflationary 
aspects of those costs. I think the last point that 
I made in my closing summary is significant, and that 
is that those capital costs which are going to be 
incurred after construction starts on the pipeline 
Can, in my Opinion, almost without doubt be expected 
to experience that local inflationary factor, and 
whether that will be similar to Fort McMurray in the 
order of 15 to 30%, I am not sure. If I had to guess, 
I would say, "Yes." 

Q. And I take it in Fort 
McMurray those costs have simply been costs to be lived 


with. There has been no governmental step taken nor 


| 
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BURNABY. 25. B.C. 


industry step taken to ameliorate those costs. 
A no. 
Q Are there, in your 


experience in Fort McMurray, or in your estimation 


for the communities you've examined, would you anticipate 


more than local inflation? That is for example absolute 
shortages and bottle-necks in connection with the 
construction of these facilities? 

A Absolutely. Again, drawin 
on the Fort McMurray experience, in about 1965 and 
1966 we experienced acute shortages of housing and 
I mentioned in my direct testimony that we had to 
find solutions to the immediate problem of shortages, 
such as putting in mobile homes on standard conventiona 
residential lots. I think this is one of the things 
that you're quite likely to experience here. I 
think there were other shortages that were experienced 
in Fort McMurray, material goods and services and so 
on, although I wouldn't want to -- I'm not really 
qualified to speak on those aspects. 

Q Mr. Lainsbury, did you 
want to add something to that? 

WITNESS LAINSBURY: John is 
just making a note for me here that shortages of 
labor and manpower generally will occur, but that is 
reflected in the local inflation of costs. 

Q Yes. Now, Mr. Dalby, 
finally moving to you, is it fair for me to say that 


the costing structure that would result in any northern 


delivery system depends on a whole variety of assumptions, 





VLivs \ eh | . pin 
oy yadeoo saodt ststokiams oF noded qate yxtaubni | 
i a tot YY RRR Ny Pele 1 
avoy mi \eteds oth (19 eae i ere ae ee 
aoltsmites wwo0y ab 10 Bh Tata anxrot nl soreixegxs, 
egioisns woy Bbivow \bonhatexe ev'soy seitioumnon edt 10% 
etuloeds slqmsx® uot ei tedt Saoksel(tat Isool neds sxom 
esdt+ dtiw amottosmnod at exoen-olitod bas esepsdacre 
feolsilios? saesedt¢ to noltonutanoo 
iiwexb ,abspA .ylodutloedéA A 
bas @ael tuods ni ,soreineqne yorIuMoM t2107 eft no 
bas pniavod to sepstxoria stuos boonsiteqxe ew deel 
oft bs sw tends ynomisteed dosxnib ym at banokinom T 
,2opssi10de2 to asidorg steibemai edt of eaoisuhoe boli 
snolinevios bishrste co asmont elidom at pattiug es dove 
apnids eft to eno et etht Anidd I .atol L[sabaneblesx 
| I .eted sonsitegxe of yletil safivp ex*voy tans 
boonsiteqne oc1ew jodt sepetieda xedito stew stendd Ani? 
oa bas gonoivier brs eboop [ehuetam ,ysixuMoM two af 
yYiise:s ton m'I ~~ ot tusw t'abivow Z dpyorsisa nc 
-etoeges saodist no Asegqe oF belttifeup 
voy SLb \\yxudentsd 2M Qo 
| Stadd of pritdstemoe Sbs ot tnsw 
‘ak indol s¥AUGQUIAL BeaMrLW :ilteln 
to aepsdxona tect aren em x0% eton 5 patdsm taut 
et jsd3 sud ,twooo Iliw visrenep tewoqrem bas sods l 
8920 to nobtsltab Isvol eft at batpeltes 
yydisd .2M ,wouw ,esY 9 ee Gk ey 
tent yse of om tok thst +i et pine ot pnivom ylisait 
‘axeition yas «th tiveos bivow Jed? emiourte paiseo> ont | 
| sqmwees tovyteixsv elodw s ag abasqeh metaye yrovileb 





27118 


BURIMMABN G2, By Gs. Lainsbury, Dusel, Dalby 
Cross-Exam by Goudge 


iy a number of which you've given us. 

2 WITNESS DALBY: That is correct. 
3 Q Simple but perhaps true. 

4 Now, in deveicping your ‘ables 4.2 and 4.3, you've 

5 made in each case a numbar of assumptions. 


A We've largely taken 
assumptions from the TACPL report and made certain 
assumptions for Table 4.2 and added one or two basic 
assumptions to Table 4.3, the most important of which 
waS a Change in the load saturation from 50% to 85%. 

Q What's the other assump- 
tion? 

A The other assumption 
was taken, I made reference to the other assumption, 
was that Table 4.2 is based on a 1980 point in time. 

Q Oh, I see. 

A Where Table 4.3 is based 
on a 1984 point in time, so we said we have to reflect 
this, we have to do something to the cost of fuel 
oil, and I believe it was my suggestion to say that, 
"Well, just take 10%, not because it's a magic 
figure or a figure that we've researched, because I 
just want to show, I want to illustrate how you can 
have a situation running in two directions. One that 
with time you have buildup of load which results in 
lower cost for natural gas; and on the other hand you 
could have increases in the cost of fuel oil." 

I just wanted to show how 
those two factors are running in different directions 


to show greater economic benefit for natural gas servic 
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for these communities with time. 

Q Now, dealing with your 
first basic assumption, that's the load, you choose 
85% as opposed to CAGSL's 50%. 

A Yes sir. 

Q You say you based that 
On your experience as a distribution man in Alberta, 
is that so? 

A Yes sir. 

Q Both those figures, I 
take it, are estimates of what will be picked up on 
a voluntary basis by consumers using economic 
decisions. Is that right? 

A Well, I feel, just to 
answer your question, and here is a little piece that 
I had left out of my evidence but I'll give it to 
you now because the question is here, we feel quite 
confident in suggesting that along the Mackenzie 
Valley 80 to 90% of the potential heating load 
customers could be converted to using natural gas 
in the second or third year of operation of a natural 
gas system, provided 
(1) natural gas was priced lower than competitive 
fuels: 

(2) the distribution company is é Seed ont and has 
developed a good customer information, customer 
relations, customer service program; 

(3) some form of assistance is provided to help 
finance converting costs and the cost of new-buring 


gas-buring equipment; and 
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(4) assurance is civen to potential customers that 
natural gas would continue to be competitive. 

I think on that basis you 
can sign up a load very quickly because in some of 
these communities there could be quite substantial 
Savings over fuel oil. 

4 Q Yes, and you put those 
assumptions together,basically I characterize them 
as a good marketing policy, and you were confident 
that the 85% would be reached very early in the game. 

A Tacannuse;7 I think it"s 
something like 300 communities that I can refer to. 

I was involved with Northwestern Utilities and 
Canadian Western Natural Gas for a period of 20 


years, and when I joined the company there was just 


a handful of communities served, and I was involved 
during the period of savy 10 years, 10-12 years when 
there was a growth of the gas development in Alberta 

and as a result of this gas became available closer 
and closer to more communities, and I was involved 
intimately probably with 100 communities and 100 
franchises, and familiar with another 200. Our experienc 
has been that originally we would say, tit takes five 
years to get 100% saturation. 


Well, in many areas or cases 


- we got over 100% saturation in say three orfour years. 


The buildup in load was very good, and I could see this 
being repeated here. The evidence is pretty dramatic, 
not only in Alberta but in other parts of the world. 


We look at a situation say like Winnipeg, where they 
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Cross-Exam by Goudge 
converted to natural gas. It's a major centre and 
it was a little slower in ‘saturation. I think some 
of the people appearing before this Inquiry might 
Suggest that it would take longer to get load buildup, 
but I think they were looking at the experience in 
Eastern Canada and the situation there was quite 
different than the situation which prevailed here, 
if natural gas became available fairly close to the 
communities. 

Q What was different? 

A Pardon me? 

Q What was different in 
Eastern Canada? 

A Well, the difference is 
the amount of gas that was available for eastern 
markets was limited. Every time an export permit came 
up, the utilities would take the position of Alberta 


first, and I was a part of that, and we -- 


Q We've seen the bumper 
Stickers, sir. 

A Pardon me? 

Q We in Toronto have seen 


the bumper stickers. 

A I didn't have any of the 
bumper stickers, but this is something that started 
20 years ago. It's not new, and it's something that 
I would suggest is quite applicable for Northern 
Canada, that you don't want to find a situation 30 
years down the road where you have to divvy up gas 


supplies, that the northern gas supply requi@ments come 
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Lire , 

Q I'll be coming to that 
in a minute. One of the assumptions you make, though, 
in getting your early conversion rate to an 85% load 
is assistance in the cost of converting. 

A Assistance where? 

Q Assistance to the 
individual consumer. 

A Right. 

Q That was, I think, your 
third,assumption. Do you have any estimate as to the 
cost of converting to gas for an individual consumer? 

A Depends on what the 
consumer has to convert. If he has -- normally you'd 
find that consumers will put in new equipment and 
you can arrange -- there's various schemes you can 
arrange. These are some of the little things that 
have to be considered. They would be big at the time 
if you wait too long, but little in consideration of 
the front end. You can get banks to finance new 
equipment because people would want to put in new 
equipment. You could get banks to finance new 
equipment, Or you can get the utility company to 
finance new equipment and add a price onto the utility 


bill so it's amortized over a period of time on the 


GEDLICy *brLTL., The size of the cost will vary dependin 


upon the size of the building, whether the -- 
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2 Take the average private 


home north of sixty. 
A i haven't got that figure: 


There used to be a figure but it is an old one -- $300. 
But I wouldn't suggest a figure to you because -- 

Q What is it in northern 
Alberta? 

A I don't know what it is 
today. Okay, let's look at a figure. Are you’ looking 
at a new furnance? 

Q Take a complete conversio 
for a private home in northern Alberta given the 
distribution facilities that you were working with 
when you were in the industry. 

A Tt ‘“sokiind of difficult | 
because some oil burning equipment can be chnlvevt edtie’s 
natural gas and others can't. I would suggest that in “ 
the majority of cases in the north, you wouldn't want 
to convert the oil burners to natural gas so you would 
have new equipment put in. $500 to $1000 as would he a 
minimum price I would suggest. But I hate giving 
figures that I have not researched. 

@) I see. Well then I 
won't press you then sir. 

A The economics of natural 
gas in total looking at the kind of savings that we 
would anticipate that this would not be a major hurdle. 
It would be part of the planning but not a major hurdle. 
It won't make the difference between whether natural 


gas would be economic or not. 
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Q Although you assume that 





the individual will have to pay the cost either through 
loan repayments or through -- 

A Well I have seen many 
Situations where natural gas has been put in at relative y 
speaking fairly close to competitive fuels and people 
have put in natural gas because of the convenience, 
safety, dependability, financed the conversion with 
their own banks. The utility company found some 
customers that couldn't manage the financing and other 
cases that didn't care to and the utilities for a period 
G@id financing. 

It was quite common in eastern 
Canada for utilities to get involved in financing load 
building. That again comes back to the load growth 
situation. In Winnipeg for example -- and I knew the 
people who were working there -- they just couldn't 
work fast enough. They couldn't put systems in quickly 
enough. They were financing furnaces, whole installations 
and with gas price relationships, less favorable than 
what we are looking at here today. 

Q Now there is another type 
of conversion cost I suggest to you and it relates to 
this. We have been told that a large measure of the 
transportation economy in the north is based on the 
transportation bulk oil cargo down the river. If power -- 

MR. HOLLINGWORTH: Will you 
excuse me? Could you be more precise since if in fact we were 


told, then, I believe it was by Mr. Scott who in cross-examinationof 
the Foothills panel-- 


A I can tell him what it is. 
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It's crude oil or bunker C from Norman Wells to Inuvik 


to supply energy for power. 


Q We have just been told 


Sir about bulk oil cargoes and their effect on barging. | 


Let me ask you Mr. Dalby whether your costing for 
gas supplies to communities has taken a look at that 
in this sense. I take it you assume that there will 
be conversion of power facilities from bulk oil or 
dreser’to natural“ casy 


A YeS surg 


O I take it the consequence 


of that is that there'll be no longer a need to barae 
that liquid hydrocarbon to those power facilities. 

A I will say that the 
refinery at Norman Wells will have a problem of how 
it is going to find a market for®ats-Dunker C. ~So 
it might be barged -- could be barged beyond Inuvik 
and into some mining operation on the northern coast 
of Canada, along the Arctic coast. 

Q Let me put it another 
way. I take it you've assumed that no reduction in 
bulk oil transportation on the river with consequent 
effects on transportation rates? 

A We have not reflected 
in’ the economics-of-naturaigas service any impact on 
the cost of transporting oil in northern Canada. 


@) Tsn't there likely to 


be an impact on the amount of oil transported and hence 


an impact on the transporation rates on the Mackenzie 


River? 
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A Well I really don't know. 
As I said, if we knew of no other factor -- if we just 
say that we're going to convert the power plant in 


Inuvik to natural gas and let Norman Wells eat the 


bunker C, that you'll have lesser revenue from transporta- 


tion of that particular product. But knowing an oil 
company, it will find a market for it and I would quess 
that the market will be there. So it hasn't been 
included in the economics but we didn't include it 

or exclude it for any deliberate reason. 

O Now, the Commissioner 
asked you this morning about the assumptions you had 
made and the consequences you saw flowing from a rise 
to market value if I can put it that way of the price 
of natural gas. 

A Yes sir. 

Q Let me ask you whether I 
understand it correctly. Is it so that as the price 
of natural gas rises from its artificially low price 
to market value the comparison between gas prices and 
oil prices becomes less favorable to gas? 

A The prices increase? 

Q As the price of gas incr 
to market value, the comparison between gas and oil 
is less favorable to gas? 

A That is correct. That 
is correct. Yes. 

Q Now, in your calculations 
in Table 4.2 and 4.3 have you assumed that the transfer 


to market value that you say is taking place now over 
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the next few years has already taken place? 

A I can indicate to you 
that I think that the decision at the time was made was 
more than the correct decision. I think it's page 37 
of the CAGPL September '74 report. You will see on 
Table 4.4 that they've got a delivered cost of gas. 

They have got a 32¢ per mcf case and a $1 per mcf case. 
Now back at the time when this was looked .at if anyone 
was suggesting that we should $1 per mcf case, they 
could say, "Well gee aren't you kind of playing a little 
heavy on the price of gas and making the gas look less 
economic for northern communities than would otherwise 
be the case? Wouldn't it be more sensible to take the 
32¢ or something between that. But we were drawing 
our information, our data, from the CAGPL report and 
we took the higher number -- the $1.00 per mcf to 
illustrate that we weren't trying to give a picture 
that would show that natural gas, in its best possible 
light -- natural gas service -- we took the highest 
number that was available at that particular point in 
time. 

Then on page 39, to offset 
that, for Table 4.2 there is three levels of fuel prices 
that were used: a low estimate, a high estimate and 
then there is the word used "medium" -- medium estimate. 
For the work on Table 4.2, we took this medium estimate 
and we thought that that would be an appropriate 
direction to go. 

So, you've got to recognize 


that we were drawing from figures here. If you were 
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drawing from new figures geaaes you would look at what 
the field price projection is going: tombetandsats is 
going to be substantially higher. You would look at 
the costs of transporting that product to markets which 
would be substantially higher. You get a different 

set of answers. But I say it's not going to give you 

a much different answer of whether or not these 
communities can be served economically with natural 
gas. 

What we will find I believe 
is that the size of the saving to northern communities 
is likely to be higher than what is shown in these 
numbers. 

Q You say that largely 
because of the inflating cost of constructing the 
trunkline? 

A No, largely because of 
the assumption that 50% of the load would be connected 
instead of 100%. Instead of 100% or 85% or 90%. 

Q Now, on Table 4.3, your 
community pricing system shows a price made up of 
four parts: wellhead costs, main tariff, lateral 
tariffearnd distribution tarift: 

A That is correct. 

Q What percentages do 
each of those make up of the total? 

A i ¢an?’t tell you that but 
all the data is taken from the CAGPL report from this 
report and that information can be drawn from here for 


each of the communities. I just couldn't give you an 
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to that. If it's important -- 

Q Do you use the same 
percentages as appear in the CAGPL document you're 
holding? 

A The numbers here for 
the cost of systems were the numbers taken from the 
CAGPL report. 

Q Now -- 

A As Wie mentioned, we 
took the wellhead cost price which we mentioned, the 
tariffs are as outlined in various hearings. The 
lateral tariff and the distribution tariff were develope 
using economics from this report. 

Q Now yesterday you said 
in the fifth of your recommendations on page seven of 
your evidence that there are a number of alternatives 
for the management and ownership of Mackenzie Valley 
natural gas distribution systems. The two you recited 
were municipal ownership and investor ownership. Are 
those the two main categories that you see as being 
available? 

A Well the government could 
set up another agency to distribute natural gas to 
northern Canada. That's the third one. 

Q Do you have any views on 
the relative merits of each of those three based on 
your experience in Alberta. 

A tesure ao but. don't 
think my views are really appropriate because I think 


that from my experience it's only logical where my views 
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will be. I believe very strongly that the private 
sector can do things cheaper than government. Whether 


that's true or not -- 


ee | boop tron. 7 
re Aa ed ‘i er ea aa, bea 
bie bare inetetnk , der 
; oie arpa |e i 7 


‘ my 4 


| ; Liga eat bo Ti * wt <elianii ‘Les et ed 
ua doth oad saith | * CS rE & jor” 
free Hae anew tole na pate ' { | 


nee eBay 8 meee 610 are grant tex 
ad) 9 a Papen 10 oan he age Pe 
ne: ers sch’ 4a ek ne of oa: peas 
a en BS 7 fa ny. is ee 
Lae, | Ra Pe epettes: 
pee wil: wa * » ile : 
ating eile amal Pe ce Har} Ta: 
pi ‘diag igelt Ra aay a ~” My 





ae aay re 2hYIO 


Lainsbury, Dusel, Dalby 
Cross-Exam by Goudge 


Q That's true, of 
everything I take it. 

A That remains to be 
proven , but what I would suggest is that . and wha 


I was suggesting in my evidence, that it's very import- 


ant that we look at the alternatives. It's very import- 


$$ p 


ant that the people have views that municipal ownership 
or government -- another government company can be 


the 
Imost effective and 


formed to do this job and do it 
efficient way for northern Canada. We should lay on 
the table on a rational basis what we believe the 
situation to be, those that want to invest,have them 
come forward with their programmes, but have the people 
in northern Canada educated and have the ability to 
make the best solution for their long term needs, 

If I was the dictator, I'm 
not sure whether the answer would be the way it should 
be. 

Q But you're sure of the 
way the answer would be. 


Ud 


A Yes, 

Q Now, Mr. -- 

MR. SIGHER: fF take it you, are 
not the Commissioner. 

A No comment. 


MR. GOUDGE: While it seems to some 
/that nee ; 
on the staff/the Commissioner is a dictator Lodon! & bhink 
that s trie: 
THE COMMISSIONER: Well, your 


point is that notwithstanding whatever ideological 
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preconceptions you have, you think that the alternatives 
must be considered and you suggested yesterday the 
municipalities be funded so that they -- 

A Well, I didn't -- I 
shouldn't have said the municipalities. I should have 
said the people in northern Canada that are being 
affected must participate and to participate they've 
got to have the ability to participate and normally 
that's equated back into some kind of funding so they 
can get the tools to do the job and the municipalities 
have a very important role in this, but you have 
to go beyond that because the municipalities that we 
are representing here are just part of northern Canada 
and I think that northern Canada has a role because 
this is just one element in the energy cost for northern 
Canada and one very important consideration is, is there 
going to be some formal policy for energy for northern 
Canada and that's a very ticklish and very complex 
subject. 

MR. GOUDGE: Relating to 
that, let me ask you my last question, Mr. Dalby, and 
I have no idea whether it makes any sense or not but 
let me try it. 

One of the things that has 
interested me about the debate concerning the local 
supply of gas in the north is that it's been conducted 
onthe pasis of in part at least, the comparison 
of equivalent oil costs to equivalent gas costs. Built 


into that, I take it, is some kind of implicit assumptio 
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about should the switch be made to gas, continuing 
supplies of gas to the north, That is, it assumes 
that should the conversion be made, gas will continue 
to be available into the indefinite future to northern 
communities from northern sources, Is that right? 

A That's right, yes. 

Q I take it you'd agree 
with me aS a man experienced in the transmission of 
gas that if that assumption proved inaccurate that 
it is unlikely that gas would ever be transmitted from 
outside the Territories to supply northern communities, 
the distances are too far to make it economic? 

A °° Yes, and I don’t think 
there would be any available because before that happens 
Ontario's freezing in the dark to start with and I 
think Alberta is probably long on its way too. 

We're looking -- you know, 
you're looking into the area that we can legitimately 
look into. TI have Heat faith that in the year -- in th 
2000's that there is lots of energy in the world surface 
there's lots of energy, but our technology is a way 
behind and our ability to manage the energy is way 
behind what was placed here and I think that the Lord 
put a lot of energy in the world for us, some that we 
can extract easily, that's to give us a boost. Then he 
made the rest’'a little difficult and I can't really 
get Eenthehed about the long-term needs for energy 
because there's one big ball of fire called solar 


energy and I can guarantee you that in the year 4596 
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that that will be used to serve the world in one form 
or another. 

Q Well, before we get to 
that point sir -- 

A You asked a very good 
question, my answer was -- 

Q I got a rather longer 
range answer that I wanted, 

Let me ask you Mr. Dalby, 
whether it makes any sense in your view, to consider 
the prospect of identifying reserves in the north as 
guaranteed longrun supply of gas for the north? 

A ‘It makes a great deal 
of sense and I mentioned that probably on three occasion 
in different ways, that look to Alberta-- 

THE COMMISSIONER: Look to 
Alberta first. 

A Alberta first, 

THE COMMISSIONER: Right. 

A And northern Canada first 
is -- and I come from Alberta and I'll argue northern 
Canada first. It's served Alberta very well. 

: MR. GOUDGE: Let me ask you 

in that connection whether -- and I simply don't know, 
I should know. Alberta's policy that you're referring 
to goes beyond, I take it, the rebate of 70 million 
dollars that you spoke about? 

| A Okay, let me just give 


you a little background. When TransCanada Pipelines, 
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Lainsbury, Dusel, Dalby 
Cross-Exam by Goudge 


who negotiated with purchasers to buy gas, they negotiated 
contracts with purchasers, the Energy Resources Conserva 
tion Board had hearings with respect to the export of 
natural gas. I was working with the utilities during 
this period and at this time, the then President, I 
believe it was, of the company, took the position Baeore 
the -- publically took the position that the utility 
companies would not support the export of natural gas 
from the province of Alberta until there was a guarantee 
for the Alberta consumer and the contracts were -- in 
the contracts was provided a provision that Alberta 
would have first call on the natural gas that was to 

be exported and when these contracts were made, some 
years ago, the producers recognized that this was a 
requirement to getting natural gas developed for export 
but those -- particularly that particular agreement 

has come to Alberta's advantage in many ways. The 
company itself hasn't had to develop gas supplies, 

the utility companies, they've relied on the incentives 
that were provided for export to develop gas supplies 
that they have first call on and I would certainly have 
no problems in seeing northerners ask for the same and 

I think if I was the producer of gas supply or the 
transportation company, I would only be waiting as to 
when this would come into the negotiations and I think 
if there is an agreement entered into that didn't have 
the protection of northern long-term requirements 

-- reasonable requirements met, it wouldn't be a good 


agreement for either party. 
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Q Thank you sir, those 
are all the questions I have of this panel sir. 

THE COMMISSIONER: Well, thank 
you very much Mr. Lainsbury, Mr. Dusel and Mr. Dalby, 
we all appreciate your sharing your knowledge and your 
experience with us and it's been most helpful. I think 
that we still have to hear from Mr. Blair. What do 
you and Mr. Hollingworth think? Should we proceed 
this afternoon with Mr. Blair's evidence or -- 

(WITNESSES ASIDE) 

MR. GOUDGE: I think the 
general consensus sir, Mr. Hollingworth indicates that 
he's in our hands and Mr. Blair's content to appear 
either now or after lunch. I think I heard Mr. Bayly 
indicate what I think would be the general view of 
counsel, if it suits you sir, that we could allow Mr. 
-- we would go on now and have Mr. Blair give his 
evidence now and -- 

THE COMMISSIONER: Is that 
all right with you? 

MR. SIGLER: Yes, we could 
have our cross-examination afterwards, 

THE COMMISSIONER: Right. 

MR. STEEVES: I didn't hear 
all of that and Mr. Goudge didn't speak to me, did I 
hear you mention an hour? 

MR. GOUDGE: No, I -=- 

THE COMMISSIONER: What Mr. 
Goudge said was that Mr. Blair should give his evidence 


now and that's all right with me, but if you gentlemen 
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In Chief 
want to wait until this afternoon, that's all right 
with me too. 

MR. STEEVES: Well, it's 
quarter to one and how long is Mr. Blair going to be? 

MR GOUDGE: Mr. Hollingworth 
indicated that it would be 10 or 15 minutes sir, 

THE COMMISSIONER: Well, why 
don't we hear Mr. Blair's evidence in chief now and then 
if it turns out, cross-examination will be lengthy, 
we'll have to postpone that until after lunch, Okay? 
Okay, Mr. Blair? 

ROBERT BLAIR, resumed: 

MR. STEEVES: I wonder if 
Mr. Hollingworth would distribute copies of Mr. Blair's 
evidence. 

MR. HOLLINGWORTH: I can't 
do that yet sir, it's being typed at this very moment, 
but there have been some delays. 

MR. STEEVES: Why so much in 
advance? 

THE COMMISSIONER: Well, -- 

MR. GOUDGE: I wonder if it 
might not be better then sir, to do it after lunch? 

THE COMMISSIONER: Well, 

Mr. Blair is here and let's hear it now because then 
Mr. Steeves can consider it over lunch if he doesn't 
get the typed copy until he's well into his -- 

MR. GOUDGE: His parfait. 

THE COMMISSIONER: -- his 


parfait. 
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In Chief 

MR. SIGLER: Perhaps he's 
afraid. it iameltnover:dunch: 

THE COMMISSTONER:*” Allright, 
well let's carry on. 

DIFECT EXAMINATION BY MR, FOLLINGWORTH: 

MR. HOLLINGWORTH: Well, Mr. 
Blair is well known to the Inquiry sir, I'm sure he 
doesn't need any introduction to you or any people in 
the hall and I'd ask him to proceed with his statement. 

THE COMMISSIONER: All right 
carry on sir, please. 

WITNESS BLAIR: Appreciating 
this chance to appear before your Inquiry again, it 
seems to us that it's up to the applicants among other 
things, to keep the Inqviry posted as to when a Mackenzi 
Valley pipeline will probably be built, recognizing 
the term of reference of the Inquiry is so completely 
built around the prospect of such a project, it occurs 
to us as important to keep a realistic flow of information 
before you on what may really be the timing of such 
a project and it's in that direction that I would like 
to add some very current views to you today. 

We're particularly anxious 
to do so because I think there have been some serious 
distortions recently. Some of the distortions which 
have struck us as particularly bad and needing comment 
are suggestions which have been made, for one, that the 
Foothills group, Foothills,Alberta Gas Trunk and Westcoast, 
in their concurrent work, in their known concurrent 
work on the Alaskan Highway route are providing now 


a higher priority to that project than to the Mackenzie 


| Valley pipeline project. 
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Ry Blair 
In Chiet 
Actually exactly the contrary 
is true. That group are making it plain and emphasiz- 
ing in each agreement, in each appearance in other 
jurisdictions and in other forms of Inquiry, that their 
highest priority is and remains to be the Mackenzie 
Valley Pipeline; and the reason is that it is only the 
Mackenzie Valley Pipeline which will presently do 
anything in terms of gas supplies to other consumers 
in Canada, since it deals with Canadian Saath the 
first place. There has been no suggestion that Alaskan 
gas will do anything for any consumers in Canada, 
except to the extent that it will be available to be 
delivered off-line locally in the Yukon Territory, 
which will be very important to the local people but 
not a major matter of gas supply for Canada as a whole. 

A second point that requires 
correction, in our view, is current suggestion that 
if the Mackenzie Valley Hpeline, which is the subject 
of this Inquiry, should lose the chance to move 
Alaskan gas, it will be built later, than if it moves 
Alaskan gas. We believe exactly the opposite to be 
true. We believe that the result would be that the 
Mackenzie Valley Pipeline would be built sooner, and 
we represent probably the one step which would do the 
most to expedite the Mackenzie Valley Pipeline, would 
be the dropping of a proposal for an Alaskan leg. 

A third representation that 
is receiving a good deal of publicity these days is 
that the Polar Pipeline proposals will supplant the 


Mackenzie Valley Pipeline proposals, as the main 
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In Chief 
Canadian gas transmission projects. We believe that 
that suggestion is completely wrong, according to the 
best information available, that the Polar Pipeline 
plans are well back and indefinite compared to the 
Mackenzie Valley Pipeline plans, and that the reality 
of the situation is that it is this project which 
has much the greater impetus behind it for early 
accomplishment by industry. 

I'd like next to give for your 
information our current assessment of the factual case 
for the proposal that there should be a Mackenzie Valley 
Pipeline. 

On this basis, first that 
Eastern Canada will become in the 1980s relatively more 
dependent on natural gas for its energy supplies as 
its domestic crude oil production -- as Canada's 
domestic potential crude oil production declines. 

| Secondly, that except for 
Alberta, the next available source of gas for Bastern 
Canadian markets will be clearly the Mackenzie Delta. 
So that connection of the delta will be important for 
two reasons: For its own sake, as initially a small 
10 to 20% sourceof Canadian supply, but a growing 
source of Canadian supply; and also to demonstrate 
that Alberta's responsibilities to satisfy the eastward 
Canadian provinces are neither endless nor total 
responsibilities, which demonstration we believe will 
make it more realistic for Alberta to continue to 
maintain to meet the full growth of those markets 


in the meantime. 
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We represent that there are 
already enough gas pools identified in the delta, in 
the Mackenzie Delta, to justify their pipeline 
connection to the system serving Canadian markets. 

I said that very deliberately to my own company's 
Annual Meeting this year, which is my final course of 
accountability in a place where we don't make guesses 
or speak carelessly. These gas pools that have been 
identified in the delta will become fully developed 
by further drilling, as and when a connection receives 
approval. We claim and represent that to be a matter 
of fact and not of needing dispute. 

Whether or not there may also 
be a huge potential of additional gas supply in the 
Mackenzie Delta-Beaufort Basin, as conforming to the 
Dome Petroleum expectations, there is certainly some 
potential there for identification of additional 
pools beyond those already discovered. So the sizing 
of the ddrin effort can be anticipatory to some degree, 
such as is a 42-inch diameter anticipatory. 

So, sir, we represent that 
this new Canadian gas supply source is known to exist, 
and believed to be of advantage to Canada for its 
connection, and that its most natural economic route 
continues to be through the long-established transporta 
tion corridor, the Mackenzie Valley. 

We think wealmost know that 
this gas will flow by pipeline in due course, and 
only if there are either terribly serious and protracte 


opposition to the Mackenzie Valley route or if there 
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l serious future disapp..ii.tments in drilling up the 
2 Mackenzie Delta gas poois that have already been 
3 discovered will as a faiiback position the same gas 


filcw along the Dempstzr Highway. 

There are, so far as we are 
aware, three main pressures being applied to see this 
Mackenzie Valley gas Pipeline installed. 

(1) Is the normal and predictable commercial pressure 
of the commitments encered between the two Exxon sub- 
sidiaries, Humble anid imperial, in the two countries, 
and Gulf and Shell in Canada and Arco and SOHIO in 
Alaska, as sellers, and the utilities as buyers, to 
sell about 30 trillioca cubic feet of Alaskan gas and 
26 trillion cubic feet uf Mackenzie Delta gas to the 
buying utility companies, of which in total all but 

4 trillion cubic feet hes been committed to United 
States markets. These commitments have involved very 
large prepayments and I think it's only normal to 
observe the efforts in these years to accomplish the 
most direct delivery possible to the markets intended, 
and as soon as possible. Much of what the rest of us 
have been observing is the continuation of that effort. 
(2) The second force is the less urgent but still 
wie interest of the Ontario Utility Companies 

to secure zone access to the new Mackenzie Delta 

gas supply for their requirments going into the 

1980s. This interest does become complicated by the 
variety of differences between the Canadian companies 


which happen to include ours, who believe that most 





or all of the delta gas may be needed ultimately in 
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Canadian markets, and the remaining companies in the 
Canadian Arctic Gas Pipeline group who, by their natura 
United States utility self-interest, or by their 
producer obligations under gas sale contracts, or by 
their differing assessments of Canadian needs, are 
dedicated to the same yas moving as expeditiously and 
completely as possible co United States markets. 
I think it's relevant tnere to recognize that the 
commitment, the contiraccual commitment of Mackenzie 
Delta gas to United States markets within the CAGPL 
group at this stage is in quantities of about three 
times what has been identified there so far. 
(3) The third presssure is, I feel, a growing sense 
of a Canadian national purpose to get these, all the 
hydrocarbon fuel reserves which it can reach into 
in readiness as an alternative to crude oil imports, 
to the point of overriding contracts and prepayments, 
if necessary. This sense of purpose which I can only 
report on in a way of judgment, listening and reading 
and talking, is a sense of purpose which balances 
naturally, and has to,with other national purposes; but 
we feel it does have a certain amount of public support 
now, and could become very definite if there is another 
major economic seige from the OPEC oil exporters. 
So being practical, we see 
these three pressures to exist, and we suppose they 
probably will continue to have considerable inter- 
relationship with the ruture decisions of this 
Inquiry , since they each would bear on timing if a 


Mackenzie Valley gas Pipeline should go ahead shortly. 
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Next, how shortly might that 
be? As trying to be practical as well as an admitted 
perennial optimist about connecting new gas supply 
sources in Western Canada, what we read first produc- 
tion from the delta to be possible by the end of 
19825 That would require final decisions on 
sponsorship, routes, tariffs, exports, relationships 
of residents and all the other factors by 1978 or 1979. 

To meet that particular 
schedule does appear as tough to us right now as it 
is in our opinion also desirable, and for these 
reasons. First, the obvious deep and present differences 
along the populations of the Northwest Territories 
about how soon and how at all such a huge civil 
engineering project can receive acquiescence in 
respect to its long-term effects on the sparse popula- 
tion, but still critically important, resident 
population. These differences will apparently need 
some time to clarifv yet, and then to resolve, and 
there has not been good progress at all. 

Second, there are sufficient 
legal grounds for a contention, apparently, about 
land rights to give the runner-ups in any main 
decisions a second chance for review. 

Third, while the gas supply 
shown so far in the delta is large and useful, it is 
not yet so huge as to clearly deserve national 
priority to the point of overriding other responsi- 
bilities. In other words, this connection still needs 


to be negotiated rather than commanded. 


= 


e onstetiib tnsearq bas qeeb avolvdo eft \sextt lenoeser 


— 


~oUnoay set}? bast ow twit \Sbsns> nxestaow mk ‘eeoss0e 





ERLTS in 


i : 


teats ditelm Venice ay calles i eh ae 
bettithbs ns es Liew de dgdieceliglaeew: eae sit 
yigaua esp wen pniagennoo’ yuods gaimisqo' sinnezeq 


























¥o bre’ sty yd elfdiesoq: ‘od o¢ BALeb: ert mort mote 

nO anoleineb fnakt etiuper biuow ted? ysaer | 
eqidenotss fez ,etrtoqye \ettiess. yeesnon satfexonaogs 
evel to Ser yd Bross? sterito ‘ont ‘Ets bas atasbheot. a9 
thivoisyxea tety I6enr oF oun es) Laan 

+t es won triply ay edt atuerenditias ISAs esob elubsioe — 
“gpets xot bare , olderbesb oals pokatgo wo mt oek 


seltotiiret seewis10N oft Jo anoiseluqog ert pnols — 
Livto spurl 6 fous Ifs 4s wot bas nook wort suods 

ni somepeetupos evisosr 180 soetoxg prinsentpns 
~sluqog eetsgqe edt no atyette er dguebt ajt of sosqeex 
Snebteex .tnsstrcaml yilsotsixs [lite od Amok 

been ylsnetsqqs ILiwvonersttlb event Woks 111404 
bab ,evloagt os ‘nedt bee obad viizels ot ‘emis ome, 

| -tis 36 sBeexpotq Boop il S00 oa arog 
jnstoktice exe sted ,bitepe2) ref ‘+ ot RC, a 
tuods \ ylsnoveqge doh Sne¥neo''s 30% ‘ebavexp’ thpet 
nism yrs md soreaannies peat tad od he dl , 

yfqque esp’ oft orkaw baker ot ae | 
ef 4: \Diteew Bas’ adele ai’ AP oa a pe swore 







27142 


In Chief 

1 Fourth, corresponding, 

2 exactly matciing chat iast point there is not yet 

3 sufficient gas reqai.euent, shown by Eastern Canadian 

4 Maihkets over and asdve che predominant and growing 

5 supply capacicy of At. .ta to cause an overriding 

6 of delaying inflvencus oy any national command. 

of So in summary, we believe that 

8 the Mackenzie Valley Pipeline can be authorized by 

9 1978 or '79, and can ba operational by 1982. Also that 
10 it will be tough to oid that scnedule. Also that it 
11 will be negotiated rather than commanded, but that 
1? it will happen. 
13 Finally, I'd like to remark 
14 on the inter-relatiou between tne Mackenzie Valley 
15 Pipeline and an Alcai oc Alaskan Highway project 
16 because much is beiny said abouc the influence that 
17 one may have on the wther, ana i think some interpreta- 
18 tion of the situatsca musi be deserving to your hearing. 
19 I can't expect to be taken 
20 as nongartisan, buc ~ will try to be dry and fair in 
aan this interpretation. 
22 If in the meantime, while the 
23 Mackenzie Valley Pipeline is being negotiated, there 
24 should be a start on Alaskan Highway gas transmission 
25 pipeline, I believe that these would be the real 
26 effects on the Mackenzie Valley Pipeline. By taking 
27 care of the Alaskan yas connection, the Alaskan Highway 
28 line would reiiove several o* the worst problems of the 
29 Mackenzie Valley Pipeline contention. It would remov 
30 the cross-delta environmental problems. It would 
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remove the super size problem. It would remove the 
opposition of western governments in Canada, and it 
would remove the element of United States ownership 
control from the contention. Those issues would no 
longer exist in respect of the Mackenzie Valley 
Pipeline. 

I represent to you seriously 
that there would thereby be a substantial improvement 
and acceleration of the design of the decision process 
for the Mackenzie Valley Pipeline. Of course, if 
work were: started alternatively on the El Paso project 
all the same results would occur in Canada, also in 
engineering and egononi e terms that project would be 
much fi Sor OS Bey States. If there were an 
Alaskan rere pipeline begun in this period, it 
would mesh with the Mckenzie Valley Pipeline in taking 
up overheads and starting to show financial 
results. Of course, logically, the converse of this 
point would be that if both were to be built at 
exactly the same time to move Alaskan and delta gas 
simultaneously, there could be mutual interference. 
But we do not expect or intend that that would 
occur and see no reason at this stage to consider that 
as a necessary fear. 

Finally, if there were an 
Alaskan Highway line commenced in the meantime, it 
would also provide strictly as a backup a shorter and 
different route to connect the delta gas by way of 
the Dempster Highway. 


Those would be the effects, 





2 aE aegste ey ne! ise edt ‘evonex bIvow 
‘on bivaw eaves saort | .nOk3mtasn0D ents ie foxsnoo 
| suis sient edt to toegeen nd. tekxs asinine 


yilevolres soy oF tnsesrgex I | 
jnomevotqmt Isiiastadve # od sycinisiled-S bluow jas ‘sits 


agscorq notatoe® eft to nmpleadb edt 20 ‘nolts1sl9005 ie 


tf ,eexvoo 20 =e artifegtd yellsy eisnexos8M oy x0t 
Jostorq oasd ft oft no ylovissmredie' bétisde ‘erew A1OW 


ni orale ,sbseneD at xuoD0 bluow astuest emee ett Ils 


ed bluow soatorg jsf emxes otmonooe bas pntrosnipae 


| ont « 
ng stew etedy 32 = .sedese Bediqd’ AL zotzekal Hour 


; 
| YE ,botxeg eid? ak auped enitlegty yewlp td metas LA 
. paintst at entleqid yolisv » tenets eit’ nitiw deem Bluow 
| Iistonsnaiit wore of pnitaste Bos ebserisvo “ay 
| eidt to saxevnoo oft ,yllsokpol ,sexvo> YO .adtueex 
8 tilud od of exew diod 22 stedd ad Sivow taiog 
esp atieb bus nvaleslA svom ot ents emsa ot Ytsosxe 


sonexetretai Lentom od biuéo erat ,ylavosnstivmte 


bivow sed Isat bnotat xo sosqxe Jon ob ew sua 
ted xebkenos oF sad aid? 36 nouset on see Bits xisooo 
| pet een 8 as 
a ‘ia lity ywilsalt ; ’ at 
ti jombtneom odd ni beonenmos watt yswity Ef as Ams LA 
brs xedtOte s quiond s as vidolyte sbivorq dare Bitow 
| eee a a 
| eae it Segegmsd Ss 


ee edd sit nig hi ry an te PR ce 


the 


pes 


— ————— as 
ARR A Se ae 


s aaa 





om 

















Mikes we? 27146 


Ra, Buna 
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to my information, and all happen to be positive, 
as I've described them, to the Mackenzie Valley 
Pipeline. That brings us back to the main position of 
our company as an aprlicant before you that it is the 
Mackenzie Valley line that deserves the highest 
Priority, 

I apologize in going from one 
place or hearing to another to have forgotten, if it 
were something I should have known, that I would have 
better had this text both written in full and typed 
before I came. I brought it simply in notes and then 
we've done our best this morning and it is being 
-- the notes are being typed out and fleshed out this 
morning and I think will be available very soon, and 
T just rest on this opportunity to keep you posted 
on some views that we thought were topical to your 
Inquiry. 

THE COMMISSIONER: Well, thank 
VOU, MIL, BkaLr. I would think we should adjourn for 
lunch now. I anticipate there will be questions and 
I think we should eat first. 

MR. GOUDGE: 2:15, Sire 

MR. STEEVES: Perhaps, I wonder 
if my friend could tell us when the notes would be 
available in script. 

MR. HOLLINGWORTH: I'll under- 
take to distribute it over the lunch hour to all who 
gre. ain the hotel, sir. 

THE COMMISSIONER: Well, let's 
not come back till 2:30 then, and that should give us - 


(PROCEEDINGS ADJOURNED TO 2:30 P.M.) 
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IRNABY 2, Bec. 


(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT ) 
MR. GOUDGF: I think sir 
the consensus is that we are prepared to begin if it 
suits you. Mr. Bayly indicates he has one or two 
preliminary remarks, 
MR. BAYLY: Mr. Commissioner 
I have a couple of preliminary remarks 
which relate to evidence Cran I intend to call next 
week. At the -- maybe Mr. Hollinworth could move over 
abotitesix linchesctosone sidesor*other -- iAtcthe 


request of Commission counsel and to ensure that next 


week will not contain any gaps in between the evidence, 


I moved up the timing of a panel on education which 
contains the evidence of a Mr.Dave» Button. That 
evidence has been distributed. We checked with Mr. 
Button's schedule and he was, with some difficulty, 
able to ensure that he could appear on Tuesday. 

He then requested leave of 
his Superior in Inuvik and he was called in by his 
sapérior and by Mr. Ivor Stewart in Inuvik and he was 
told that he could testify.’ He's member of the 
Territorial Government staff, a guidance counsellor 
atothed Inuviknhigheschoolk: 

He was told he could testify 
as a private citizen if he didn't talk about his JOD: 
He was told that he could testify in the form in which 
the evidence has been distributed if the Commission 
subpeoned him and the Commission subpeoned hamonly) if 
the executive in Yellowknife had reviewed and had 


approved of his evidence before it was given. 
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I am somewhat concerned with 
this sir. I have checked over the evidence. It's based 
on*the-man? S* experience in his joby St do&sn*tyYcomment 
on his job or on the goverment as such. It's directed 
to his observations on young people in Inuvik and their 
aspirations and how they are being equipped to fulfill 
their aspirations. As such, it would be very difficult 
to divorce his evidence from his job as such and I 
would sumbit sir too that the fact that if hey were 
subpeoned and he had to present his evidence through 


the screen of the executive in Yellowknife, it would 


be impossible certainly to bring that as early as Tuesday}. 


It might be impossible or senseless to bring it at all. 

I am submitting this sir 
because I think we are in the same position we were in 
in March 1975 in Aklavik with regard to the Territorial 
Government employees and their evidence. I don't think 
we're the only people who have experienced this problem 

jits head 

but it has cropped up again and that is my difficulty 
sir 

MR. GOUDGF: Let me say this 
Sir.+ Warlsy? iv day un ths “nquiry Mr’. ‘Scott 
worked out an order of procedure with the Territorial 
Government for Territorial employees. It doesn't sound 
familiar as Mr. Bayly tells us in this case study of 
the system. 

I would suggest sir that if 
the problem is left with us, we will take it up and 
I frankly would be entirely optimistic that we will be 


apie “to soive’ Pe. 
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R. Blair 


THE COMMISSIONER: Yes, I recal 
the whole matter being ironed, out back in April, 1975 
with Commissioner Hodgson's office and I really think 
that there has been a misunderstanding on the part of 
Mr. Button's immediate superiors. So I will leave it 
with Mr. Goudge to get in touch with the Territorial 
Government and let ein work it out which I am certain 
he will do before he gets on the plane tonight. 

MR. BAYLY: Thank you ‘sir. 

I will be in touch with Commission counsel on this pro- 
lem. 

I also have a message from 
Mr. Veale who I am informed of this morning's evidence 
given by Mr. Blair and he has requested the opportunity 
to cross-examine Mr. Blair on this evidence which of 
course he is unprepared to do this afternoon. 

THE COMMISSIONER: Well why 
don't do this with Mr. Veale? We send him a transcript 
of the cross-examination today and then ask him to 
reconsider? But of course if he should on reading the 
transcript still have questions to ask Mr. Blair, we 
will try to work out some way of accommodating him. 

Don't let him give his final 
verdict till he has read the evidence to be given this 
afternoon. 

MR. BAYLY: I find myself in 
the same position as Mr. Veale and I will read the 
transcript as well sir. 

MR. GOUDGE: Well sir, if we 


could proceed then with such cross-examination as 
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R. Blair 
ul counsel wish to make now. 
2 | MR. HOLLINGWORTH: Just 
3 before that proceeds Mr. Commissioner, I have some 
4 filings I would like to make at this time. These 
5 are made at the request of Commission counsel relating 


6 to filings that have made to the National Energy Board. 
wf The first is a document 


8 dated July 19, 1976 entitled "Progress Report; Thermal 


9 Analyses of Pipe Insulation. 

10 (PROGRESS REPORT -- THERMAL ANALYSES OF PIPE 

HERE INSULATION. E.B.A. ENGINEERING CONSULTANT LIMITED, 
1 JULY 19, 1976 MARKED EXHIBIT 704) 

13 Another is the document 

14 entitled Report on the Proposed Construction of a Gravel 


15 |} work Pad", Milepost 0 to Mile 50 and there doesn't 


16 appear to be a date on that sir. I believe it's July, 


17 £976. 

18 ("REPORT ON THE PROPOSED CONSTRUCTION OF A GRAVEL 

19 WORK PAD SPREAD NO. IlAF", JULY, 1976 MARKED 
EXHIBIT 705) 

20 Another is a document entitled 

oy "Determination of Various Parameters for the Evaluation 


ea of Warm-Water Hydrostatic Testing". That's dated 


2349 htuly 12,1976. 


24 ("DETERMINATION OF VARIOUS PARAMETERS FOR THE 

ok EVALUATION OF WARM-WATER HYDROSTATIC TESTING 

26 | MARKED EXHIBIT 706) 

27 Lastly is a document entitled 
28 "Hydrostatic Test Using Methanol Water Mixture" 


Pe revised June, 1976. 


304 ( "HYDROSTATIC TFST USING METHANOL WATER MIXTURE 
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R. Blair 


JUNE, 1967 MARKED EXHIBIT #707) 
I'd like to make those 


Exhibits before the Inquiry sir. 
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Cross-Exam by Steeves 


MR. GOUDGE: I take it that 


concludes that Mr. Hollingworth. 


MR. HOLLINGWORTH: Thank you, 


Mr. Goudge. I'm sorry. 


_ MR. GOUDGE: Mr. Bayly has 

indicated that he has no questions at this time. 

Mrs. MacQuarrie? 

MRS. MacQUARRIE: I have no 
questions. 

MR. GOUDGE: Mr. Sigler? 

MR. SIGLER: No. 

MR. GOUDGE: Mr. Steeves? 


MR. STEEVES: Thank you. 


CROSS-EXAMINATION BY MR. STEEVES: 

Q Mr. Blair, I'd like you 
to tell me, please, something about the corporate 
relationship between your company -- that is A.G.T.u. = 
and the other principals who are involved with this 
Northwest system. Could you explain, first of all, 
who are involved? 

A The principals in the 
Northwest Alaskan Highway project at the Northwest 
Pipeline Company, Westcoast Transmission Limited, 
the Alberta Gas Trunk Line Company, and Foothills 
Pipe Lines Ltd., and certain subsidiary companies that 
will be employed by eee cae purposes of the 
Alaskan Highway project. | 

Q And will you explain, 


please, so I'm sure I understand this correctly, 
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Cross-Exam by Steeves 


the relationship between A.G.T.L. and Foothills and 
Westcoast and Foothills? 

A Well, I'm 
hesitating because there is so much that could be said 
in answer. Do you just mean in terms of ownership? 

Q I'm sorry. I'll suggest 
my understanding to you. I understand the position to 
be this, that Foothills is wholly owned by Westcoast 
and A.G.T.L. 

A Yes, that's correct. 
Foothills is owned, the shareholders of Foothills Pipe 
Lines Ltd., which is the applicant in this proceeding, 
are owned entirely by Westcoast Transmission Limited 
and by Alberta Gas Trunk Line Company Limited. There 
is another company which will be called Foothills 
Pipe Lines Yukon Limited, which is intended to be the 
applicant for the Alaskan Highway project and which is 

wholly owned by Foothills Pipe Lines Ltd. 

Q I'm sorry, you say it 
will be named or does that imply that it's not yet 
been incorporated? 

A No, the corporation 
exists and has existed for some time. The corporation 
is one of those special Acts -- one of those companies 
incorporated by special Act of the Parliament of Canada 
and empowered to construct gas pipelines and to do 
all the things that are necessary in association with 
the construction and operation of gas pipelines, and 


that charter and those powers arid objects have existed 





in that corporation for some years. I said it as I 
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Cross-Exam by Steeves 
did because there is a change of name going through | 
to the name Foothills PIpe Lines Yukon Ltd., and I was 
informed by the corporate secretary of Foothills yes- 
terday that she'd had a telephone call during the day 
which had confirmed that the new name was available 
to us, but it's not more formal than that so I put 


iteav Little pit cCauclousy to; you. 





I believe it is now called 
Foothills Pipe Lines Yukon Ltd. 

Q Was that company, whateve 
its present name or future name will be, incorporated 
for the purposes which you've just specified? 

A Yes, it was incorporated 
with -- for the purposes which are completely consisten 
with the project, but if you mean was it incorporated 


expressly to build that 500 miles in the Yukon Territor 


Ye 
no, by no means, because as I told you it was incorpora 
the 
ted many years ago by ‘Parliament of Canada. 


Q Siri od 

A Long before this project 

had been designed. 

Q I want to ask you some 
questions, please, about the three corporations we've 
discussed. Mr. Philiips is the president of 
Westcoast Transmission, is” he Note 

A Yes, he is. 

Q And he speaks for that 
corporation and for the group who are developing this 


Northwest Pipeline system, doe» 1e? 


A Ofcourse. 
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Q I beg your pardon? 
A I said of course he does. 
Q Vest 
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THE COMMISSIONER: Mr. Blair, 
in Foothills my recollection is that Westcoast was 
a shareholder as to 20% of the shares; A.G.T.L. as 
to 80% of the shares. Am I right? 

A You're right and your 
tensa was right also, that they were the owner of 20% 
of the shares. There is a -- it has been announced by 
both companies that that arrangement is being revised 
so that Westcoast will own 30% of the shares henceforth. 
And it may eee again. 

Q So that the partner in 

the Alcan route consortium, the new consortium, if we 


can call it that, is this new or this old company with 


a new name, and that is wholly owned by Foothills. 

A That is correct. 

THE COMMISSIONER: Sorry, Mr. 
Steeves, I just wanted to see if I understood. 

MRS isl te VES +44) MuSOrry , could 
the reporter go back a ‘bit? I'm lost. 

THE COMMISSIONER: Mr. Phillips 
speaks for -- 

MR. STEEVES: Thank you. 

Q You speak with an equal 
voice to Mr. Phillips in respect of the Northwest 
Pipeline system. 

A Yes, I hope so. 


Q And so, too, does Mr. 
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Cross-Exam by Steeves 
Hungerford, £ take it. 

& Mr. who? 

: Ositunigexrford ware: Lt? 
Rutherford, I'm sorry. 

A Mr. Rutherford is the 
executive vice-president of Foothills Pipe Lines. 

Q Yes, and does he speak 
with an equal voice with you and Mr. Phillips as to 
the Northwest system? 

A Now, you're getting 

sensitive. Some of us have different jobs and with 
different companies, but we're all senior officers of 
the participant companies and we all speak with assur- 
ance and are well-informed on the purposes of the 


project, so yes, we speak with equal voices. 
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1 

2 | | Q Weld,, | certainly. donJt 

3 intend to offend your sensibility, I want to assure 

4 you, ot, that: 

s| A I didn't say sensibility, 
6 || I said sensitivity. 

7| Q AL. right, 

| THE COMMISSIONER: It's Friday 
| afternoon Mr, Blair, it gets like this every time, so. 
10 | MR. STEEVES: No, the problem 
uit is the interruptions sir. 
i Now, I understand your purpose 
13 in coming here today, from what you've said, was to 
14! tell us that nothing has changed so far as the prioritie 
15| of Foothills and so far as the priorities in connection 
16 with the Maple Leaf scheme or project. Am I right 
doy in that understanding? 
18 A Well no, I'd prefer to 
Lg let my purpose stay in my own words than in yours. My 
20 purpose in coming was to update the Inguiry on the sense 
24. of priorities and assessments that we have and to -- 
22 among other things, among quite a number of things ,...to 
23 assure that any statements that we are backing away 
24) from the Mackenzie Valley or withdrawing or that this 

25 | is a red herring and a lot of nonsense to that kind 
26 | has been said and I'm just saying that that's not 
27 right and what may have been suggested is incorrect. Tha 
* our highest priority continues to be the Mackenzie 

ao Valley pipeline in terms of connection of gas from 





3O.4 Arctic) sources. 
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Q Well, anyone that says 
that it is the intention of Foothills to proceed Wwith 
the construction of the northwest system before the 
Mackenzie Valley pipeline is not speaking truthfully, 
is that correct? 

A Oh no, that's a completel 
different point. We have said clearly enough that we 
believe that while our highest priority in terms of 
company responsibility as a Canadian pipeline company 
is to connect the Canadian gas in the Mackenzie létea, 

highest priority among any projects to connect gas 
from the Arctic, that we believe it's also true that 
chronologically the Alaskan Highway project is Likety 
to be proceeded with before the Mackenzie valley 
project. 

Q All right. We've got 
that far. The position has changed so far as the people 
of the north are concerned, as to the sequence of 
construction in that first of all, instead of one pro- 
ject, going from the delta to your system in Alberta, 
you're now contemplating a project with two components, 
one, the northwest system and the other, the Mackenzie 
Valley pipeline, am I correct on that? 

A No. We haven't described 
as a project with two components, at least if it would 


not have been described precisely in that language, what 


we are involved in now are two separate projects. 


Q Okay. 
A Which we believe to be 
compatible and even to some degree, mutually supportive, 
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one of the other. The first being our original project, 
to provide a prompt and economical connection of gas 

to the Mackenzie Delta through the Mackenzie Valley and 
the second being the Alaskan Highway project in which 
we have agreed to participate to be co-operative in 

a project designed to move the Alaskan gas to markets 
in the lower states of the United States. 

Q Which of those -- what 
would you like? You don't like projects, let's get 
on common ground here, what word would you like? 

A Well, I like the word 

ai Lone 
projects, but you were calling it one project with two 
components and I'm calling them two separate -- two 
completely separate projects, yes. 

Q And those two separate 
projects, are mutually supportive, give me that again 
will you? I'm not sure I understood you, 

A I said that, yes, they 
were mutually supportive in my view. 

Q Okay. 

A I mean they support -- 
they were good for each other is what I mean, 

Q Oh, and is that all you 
mean when you say mutually supportive? 

A Well, that's what I mean, 
yes. 

QO Okay. 

A Just helping explain what 


my language meant to you. 
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Q All right, let me go -- 
thank you for your assistance. Let me go back and 
talk now about priority. I'm not sure I know what you 
mean by that. Priority in what? Priority in corporate 
effort? Priority in the timetable of construction? 
What do you mean by priority? 

A I mean priority in corporate 
effort, corporate responsibility and as I mentioned a 
moment ago, though not necessarily chronological precedence, 

0 Well, can you tell me, 
I understand you're not necessarily caveat. Can 
you tell me which one is going to be built first according 
to the present position? 

A Well, for -- because of 


circumstances which, from our point of view are -- 
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O Please, which one is 
going to be built first? 
MR. HOLLINGWORTH: Let the 


witness answer the question. 


A I'm answering you. 

MR. STEFVES: 

(@) Well just answer. 

A TI am. 

Q O.K. Which one is going 
to be built first? 

A Because of circumstances 


which are external to this situation in that we can't 

IT believe 
control them, to my present information’that the Alaskan 
highway one is likely to be built before the Mackenzie 
Valley one. But the reason I am insisting on qualifying 
this to you is that as you put the question to me, I 
thought you did so in language which suggested that we 
were designing the Alaskan highway one to occur before 
the Mackenzie Valley one and we are not. 

We are responding to external 
situations which we can't control which make us believe 
that it will probably work out that the Alaskan highway 
one goes first; even though our enthusiasm in the long 
run is stronger for the Mackenzie Valley one. 

Q Am I stripping you away 
too many qualifications if I understand your answer 
to be the Alaska highway scheme will be built first 
and the Mackenzie Valley scheme will be built second? 

THE COMMISSIONER: I think 
Mr. Blair used the expression "is likely to be built 
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MR. STEEVES: Well I -- 
can I not sir try and advance the position during 
cross-examination. I am not being unfair to the 
witness I am very sure. I would appreciate your 
admonishment if you think I am. 

Do you want to go back there 
and tell me that your answer is that it's likely to be 
builtkagarst* 

A Well that's what my 
answer was. 

Q O.K. Now does that mean 
you don't know and you're not sure? 

A Yes. 

Q When will you know and 
what additional information do you require before you 
will be able to answer that question without equivocation? 

THE COMMISSIONER: I think 
"without qualification" might be a better phrase. 

MR. STEEVES: You accepted 
my invitation. 

A Well none of us know 
everything absolutely. Of course because none of us 
as companies can or should control the entire course 
of events in something as important to the industry and 
country as this project will be. I suppose there is 
no time that I can tell you -- can promise you -- that 
I will know everything. I hope not. I hope -- 

Q I don't want your promises 

A I hope we just keep on 


using the best information we can get and giving our 
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u best assessment of what is best to occur and siiabevhabs 

2 most likely to occur and then trying to make the Be 

3 good things happen and trying to keep the bad things, 

4 from happening. 

5 7 @) O.K. It is likely that 

the Alaska highway project will go ahead before the 
Mackenzie Valley project according to the present knowledge 
you have. Is that fair? | 

A Yes. 

Q All right. Now, that 
involves some kind of a decision in the soapbeling 
policies and in the pursuit of the objects of the compan 
of which you are president, doesn't it? 

A Of course it does. Yes. 

Q And if something 
happened or some new understanding was achieved -- 

I'm sorry -- some external event or events occurred 

or some new understanding was achieved about the 
realities of a Mackenzie Valley Pipeline under the 
Maple Leaf Scheme which has resulted in a change not | 
in priorities as I understand you but in how the corp- 
orate energies of your company are going to be expended. 
Is that fair? : 

A Not quite. There is no 
change in the way that the corporate energies of our 
company are expended in respect to the Mackenzie 
Valley pipeline. But there has been over the last year 
or two a realization among all of us that some of the 


schedules originally proposed for the Mackenize Valley 





pipeline were too optimistic and that the line would be 
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built and in operation rather later than had been 





supposed before. For some time now for I think the 
better part of the year, our best assessment is that 
which I have given today that the line the Mackenzie 
Valley pipeline is likely to be in operation by the 
end of 1982. 

I don't believe there has been 
any change in that assessment or in the way our 
corporate energies have been directed toward trying to 
make it happen as and when it should. 

Q O.K. Now I understand 
you to say that the decision to build the Alaska highway 
system first is not through any deliberate choice on 
your part but because of events. Am I quoting you or 
reiterating your statement correctly? 

A Yes, very well. 

Q O.K. Have you told us 
all about the events that have dictated this decision 
to build the Alaska highway system first and the Maple 
Leaf system second? 

A Well certainly not here 
and today. | 

Q Oh, I see. 

A We have given evidence 
explaining that reasoning and assessment in various 
places including the Federal Standing Committee on 
Northern Development. 


Q I see. 


PY 


But we haven't covered 


it all today. 





a 


i 
gl A A a 





gisnexosM ort one. ‘ody per aan nevi, evnd 1 osity as . 
ads yd motssxeqo ak od oF eines at ontioat yetiev |@. 
) , | | SBOE 20a 3 

hoead esd oreds evetied +'nob 2. Hin iY ole ohne 
myo ysw old ai 10 Jnenseoees dads mk epnsdo. vas 


od paiyxd Buswot bedoaortb aood avhit eetprene esesxoqros 
.bLwode 24 merlw bos #6 neqqed ti sABm 

bustaxebau I woth .8#.0. Q | Aad Lene fis. 
yewdpid sleslA edd bLivd of inotatoeh edd tadt yee pot tioy st 
no evlods staredifeb yas Apuoxls Jon at sexi? meteye lex 

10 voy pattoup Tt ms Jataeve +o eausped tud stasq twoy } aL 










Tylsoont0D tnemexeta wwoOy paitexresiex | ef ae 

vifow yrev ,aeyY A KH ahaa? caine el mae aE 

ey BLOO wo OVE 6X00 ulhube | oleh mn b Rie 
noleioe abit fesedolb evel dod etaewe 18s | 
olqaM ofd bas Jaxtt motaye yer | el | 
(Abt ks. aide esi teat | OS), | 
ted Jon elaine 0H | i am i rai an aly Aol ek | is | 
rn a | | ie | 






CORRE novip eved OW = A 


hata inca in a. 


al 





oe oy rE POR Titi 
FLU RN AuBie 25, BaGe 


CANE SES 


it Tits 


Ry Bb vadse 
Cross-Exam by Steeves 


Q PA invite you 1 fvyou 
OCH te Mit, CO Celi me Wit -tnOose 6Ventomare. = Wheat 
events made the decision that you would build the 
Alaska highway system first and the Maple Leaf system 
second? 

A The emergence of -- the 
main event has been the emergence of a new application, 
that of the Northwest Pipeline Company to provide a 
connection for gas to be produced from Prudhoe Bay 
along a route and with a project design which we 
believe will make it practical for operation to commence 
-- for operation of gas transmission to commence before 
1982. We believe that at best it could commence as 
early as 1980. 

Recognizing as we have for 
some years that the most urgent driving force in all 
of this business of pipelines from the Arctic is the 
effort by some United States utility companies to get 
additional gas supply and knowing that their need for 
gas supply is absolutely right now. It's as soon as 
they can possibly arrange such a connection because they 
are experiencing sharp curtailments of supply in these 
very years and knowing that there is expected to be 
gas supply available from Prudhoe Bay by about 1980. 

We judge that every effort will be applied to get that 
Alaskan gas moving by 1980 and that if we are correct in 
our assessment that the Alaskan highway project is one 
which by its nature, by its design is capable of being 
put in operation by 1980. We have come to believe that 


it is likely that that project will proceed before the 
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l Mackenzie Valley pipeline assuming of course that it 

> obtains authorization in all of jurisdictions in which 
3 it must face es examination now. 

4 Q Can I try to summarize 
5 that very long and intricate statement? Are you 


telling me sir that the reason ~or the event rather -- 

the event that led to the decision to build the 

Alaska highway project before the Maple Leaf-Mackenzie 

Valley project was the fact that somebody came along 

and said "Let's build a pipeline down the Alaska highway". 
That's what I understood 


you to have said and I want you to -- 
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A Well, if I -- 

Q To help me, please. 

A -- if I thought it could 
have been said that shortly, I would have. You've 
given a summary but I think it deserves a bit more 
explanation than that very brief statement would give. 
But yes, I said that the principal event was the 
emergence of an application which we believe could, 
which we believe unlike the alternative applications 
could in fact be proceeded with in order to get that 
Alaskan gas moving as soon as it would first become 
available, which we believe will be before Mackenzie 
Delta gas can start moving. 

Q So'O.K., aS soon as some- 
one said to you, "How about building a pipeline down 
the Alaska Highway?" Immediately or shortly thereafter 
it became obvious to you that that was a better project 
to start with than the Maple Leaf route. 

A Well, if you want me to 

to that point 
simplify these things’ well I'm not sure, so that you 
and I can get to some point, I won't argue step by 
step, but when you're trying to take a decision that 
requires as much study as does the launching of any 
of these projects, and to ask me to agree with you, 
that a one-sentence statement summarizes our reasons, 
that isn't really practical. There's far, far more to 
it than that. Certainly nobody just comes walking in 
the door saying, "Hey, I've got an idea," 

And we say, "That's great. 


Now our views are changed." 
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Cross-Exam by Steeves 


There's a tremendous amount 
of engineering study, of economic study that goes into 
that kind of assessment. 

Q Well, I understand all 
about this. Sorry, one of the events, and I understand 
you to say the principal event that led to the decision 
to build the Alaska Highway project first, and the 
Mackenzie Valley project second, was the emergence 
of that concept, and you can interrupt. Did you want to 
say something? 

A Just "Yes." 

Q O.K. and were there any 
other events? 

A No. Well, there's an 
awful lot of events going on all of the time but I've 
told you and I've confirmed that the basic reason that 
we decided to participate in a project which showed 
a schedule earlier than the Mackenzie Valley project 
was the emergence of the concept that it could turn 
out that way,it seemed to make sense to us. If that's 
what you wanted me to say, O-K. 

Q Well, tell us why it made 
sense then and I'll listen to you as long as you want 
torexplain 1. t'MusOrry, poollenel Di yOu se Lave 
gone through your previous evidence. You have said, 
for example, that the worst possible thing for Canada 
would be for its natural gas supply in taking it out 
of frontier gas to become entangled with foreign 
regulatory proceedings. Do you still say that? 


MR. HOLLINGWORTH: Can you 
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Cross-Exam by Steeves 
cite a source for that statement, Mr. Steeves? 

THE COMMISSIONER: Well, let's 
do this one step at a time. 


MR. STEEVES: I'm sorry. 


THE COMMISSIONER: Mr. Holling- 
worth said, are youable to put the passage to Mr. 
Blair? 

MR. STEEVES: Well, I'm sorry. 
Are you quarrelling with that statement? You don't 


quarrel with that, do you, Mr. Blair, that you've 
said that? 
MR. HOLLINGWORTH: He might quarrelj with 
your wording, Mr. Steeves, and that's why I prefer 
that you produce the document where he's alleged to 
have said that so you can recite the quotation to 
him and ask him whether he agrees or disagrees with 
Lt; 
MR. STEEVES: Q All right, were 
you ever of the view that it would be a sad day for 


Canada if the taking out of frontier gas supplies 


became involved in foreign regulatory proceedings? 
A I'd have to know the 
context a bit. 
Q Forget about context. 


I'm asking you, were you ever of that opinion? We'll 
get to what you said later. 

MR. HOLLINGWORTH: Well, that's 
with respect, sir, rather a peculiar question.Mr. 


Steeves has put. 


THE COMMISSIONER: No, I don't 
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Cross-Exam by Steeves 
think it is. Mr. Steeves is simply saying, "Did you 
hold the view at one time or at any time that it would 
be a mistake for the delivery of Canadian gas from 
Canadian sources to Canadian markets to be dependent 
on a favorable decision by U.S. authorities?" 

That's all it comes down to 
and I think Mr. Blair should be able to indicate whether 
he has at any time held that view. I can't recall 
whether he's expressed it here. I really can't recall. 

MR. HOLLINGWORTH: I guess 
really I'm concerned because there seems to be a 
reluctance on the part of Mr. Steeves to cite any 
source, if ‘indeed he has one. 

MR. STEEVES: I'm not asking 
for a source. Why don't you listen to my questions? 
r'm asking him if he ever had that opinion. 

A Well, Mr. Berger, I 
quickly confirm that the opinion as you've expressed 
ot, certainly has been my opinion and still is. 

Li iisadopt that one and I'm sure I have said that 
on some occasion. The reason I'm being hesitant is 
that the opnions you're expressing, Mr. Steeves, were 
not worded that way and were different, and the two 
times you said it were different from each other. 

I'm just trying to wonder whether I want to adopt the 
way you put it or not, and it didn't sound quite 
right so I hesitated. 

Q I see. Well, can you 
answer now? 


A I've answered that as 
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Mr. Berger has stated it, that is my opinion. | 


QO I would like you to answer 
question. ao Me 
my Wel], I can go back to 
thesreporrers,too,, | think your) very first one -- I™l11 
just do my best from memory -- the very first time 


you put the question, was it the worst thing for Canada 
if we became, if the project to connect Canadian gas 
became involved in United States proceedings, and I 
hesitated on that one because I don't think I ever 

have gaid that it was the worst thing for Canada. 

Q Let me put it again and 

then we'll get rolling. Forget about, you know, feneoe 

contests about what I asked you, and let me put to 
you the question again. Were you ever of the opinion 
that the involving of the system for extracting 
frontier gas and delivering it to Southern Canada 
would be or ought not to become involved in foreign, 
U.S. regulatory proceedings? 

A No. As you've placed that 
question, that does not sound familiar to me as an 
Opinion that I've expressed. 

Q I'm not interested or 
not in whether you've ever expressed it. Please let me 
make this absolutely clear. I want you to tell me 
whether you have ever had even the most private 
thought. to that erfect. 


(LAUGHTER) 
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ave 

A As you put the question, 
no that is not a thought that I recollect. It comes 
pretty close to some things I've been alarmed about. 


Q Okay, well tell me what 


those things are, so far as they relate to Frontier 
Gas and U.S. regulatory proceedings. 

A Well, the main thing 
is that I think Canada should not be dependent on 
projects under United States control, under United, 
States management control or ownership control or 
needing to rely continuously and -- 

THE COMMISSIONER: Sorry, 
I missed the last phrase, 

A Or needing to rely 
continuously on United States governmental controls 
and I think strongly that it would be very bad for 
Canada to have one of its main energy arteries come 
into that Kind OL Situation. 


MR. STEEVES: 
Q Okay. Have you ever 


thought -- let me try and get you down to a particular 


instance if I could, have you ever thought about the 


national interest of Canada as it relates to the taking 


out of frontier gas, becoming involved in the Federal 


Power Commission proceedings in the United States? 
Have you ever thought about that? 

A Yes. 

Q You've thought about 
it a great deal, haven't you? 

A No, not really about 


that particular subject. I've thought about other 
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Cross-Exam by Steeves 


factors that bear on this a great deal, but the way 
you're putting it doesn't strike me as one of my 


greatest concerns. 


Q Okay. 
A At an earlier stage 
we very obviously spent many years working in the 


Original Gas Arctic System Study Group and then after 
that, more years in the organization that you represent 
working on pipeline systems which would, among other 
things, involve a degree of the point of concern that 
you're raising and so in those years we were thinking 
about the issue but we weren't considering it so 
serious as to be critical. Then, we began ts aTFeer 
with -- we began to change our views to see some things 
in rather different ways and I just -- I don't remember 
that being so vivid in my mind as the emphasis you're 
putting on it today. Also, it is a point of concern 
for many people. 

Q Okay. Was it ever a poin 
of concern to you? 

A I wouldn't mind knowing 
what you're trying to get. to a bit -here. *“P've“said that 
it's a matter I've thought about but that I'm not 
representing it as one of my points of really critical 
concern. Now, I. suppose everything -- the answer has 
to be yes. Everything's a point of concern to people 
in this at some time or another. 

Q Are you asking -- you're 


saying you'd like to read my notes? 
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A I don't know -- 

Q Why do you want to know 
where I'm going? Can't you just answer the question? 

THE COMMISSIONER: Well, 
Mr. Steeves, let's have the next question, come on. 

MR. STEEVES: Okay. You're 
pe Rade ie 

Have you ever attacked the 
Arctic Gas proposal on the basis that one of its great 
defects is that it was subject to U.S. Regulatory 
approval? That's a question. | 

A I don't remember an 
instance. I would not be at all surprised if sometime 

a group of people representing Foothills were 

putting together a catalog of the things wrong with 
Arctic Gas, if that one got included in the list 
and I may well have given evidence in some proceeding 
and included it in my list. I've told you several 
times now that I don't remember it as one of my own 
individual, greatest points of concern, but it may well 
have been in the list. 

Q Well, if you said it 


though, you believed it and you meant it, right? 


A Of course. 
Q Yes. Have you ever 
publically extolled the virtues of the more -- l almost 


said moribund, the Maple Leaf Scheme and said one of 
it's great points of superiority over the Arctic Gas 


proposal was that it was not subject to the approval of 
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the Federal Power Commission in the United States? 


A Yes, I'm sure I've included 


that in the List too. 


Q Would it be an exaggeration 


to say that you've said that many, many times? 

A 4 It seems to me an 
exaggeration to put it that ea but I'm == you're 
perhaps prepared for this and I haven't -- 

Q Is the -- 

THE COMMISSIONER: At any 
rate, would you regard that as a sound point in favour 
of the Foothills scheme when set against the Arctic Gas 
scheme? 

A Yes, yes. Yes sir, 

I'm not -- I'm just embarrassed lest I appear to be bein 
difficult here. I'm trying to give you precise answers 
for your record on -- you were asking me questions 

about things I may have said RPP Ebi 3d wish to 

say to you, I've tried to say it several times and I'll 
try carefully to say it very carefully once, is that 

the point you make, I think, is a point of some substanc 
it's one of the things in which the Arctic Gas scheme, 
is, in my view, interior, But.it is Nott -= my only 
difiference with you is on emphasis. I don't remember 

it as One Of the great or leading points that I 

would have thought of or made in my own assessment of 
the situation. I think there are other ways which are 


far more important in which the Arctic Gas scheme 


would produce critically serious problems for Canada 
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and conversely in which the Foothills or Maple Leaf 
proposal is substantially better in the Canadian 
public interest. 

Q Okay. Is the Northwest 
Highways Scheme dependent in any way whatsoever upon 
the approval of the Maple Leaf Scheme and the issuance 
of a certificate to it by the National Energy Board? 

A The "it" being the 
Maple Leaf Scheme? 

Q As we heard about it 
Upwiia LstOoday.. bere. 

THE COMMISSIONER: Sorry, Il 
didn't -- would you state that: again..isseion ft  aquite 
ge. ist. 

MR. STEEVES: Okay. 

THE COMMISSIONER: Is what 
scheme dependent on what? 

MR. STEEVES: Is the Northwes 
Scheme dependent on the Maple Leaf? 

THE COMMISSIONER: Oh, on the 
N.E.B. issuing a certificate for the Maple Leaf. 

MR. STEEVES: M-hm. 

A No, except only in this 
respect that, we have the Canadian companies in the -- w 
are participants in the Northwest Alaskan Highway 
project have told the American company and this 
representation is contained in writing and is number 
one in virtually every agreement and filing that has 


been made, that the highest priority of the Canadian 
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companies in respect of connecting gas in the Arctic 
continues to be the connection of the Mackenzie Delta 
gas by the Maple Leaf project and that anything else 
we do has to be on the basis that it will not be 
incompatible with or interferring with that higher 
responsibility. 

That is the only way in 
which one could say that the Northwest project were 
conditional upon the success of the Maple Leaf project. 


There's certainly no contractual or other flat 


exclusiveness between them. 


Q ‘I appreciate your answer 
but I'd like to put the question again, just so it'll 
make -- and would you answer it again? I want to 
make sure I understand what you're telling me. Is 
the Northwest Scheme -- the Alaska Highway Scheme, 
dependent, in any way, on the N.E.B. giving a certifi- 


cate to Foothills for the Maple Leaf Scheme? 
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A Well my answer is the 
same. 
} mean 
Q And obviously in any 


Significant way. Do you understand that? 
A My answer is the same 
to you. The basic answer is "no" and the only inter- 
relationship is the one I just deaen bad to you. 
Q The basic answer is "no". 
That's fine. Is the constructionrof themMaple ‘Leaf 
scheme dependent on the granting of a certificate by 
the Federal Power Commission to the Alaska Highway scheme 
A No. 
QO Can you tell me that 


without any reservation. I want to make sure that I 


understand your very succinct answer. 





A I repeat it, the answer 
LS- NOx 
N-0O? 
A N-oOx 
Q Thank you. Is the 
financing of the Northwest highway system -- I'm sorry 


Alaska highway scheme in any way dependent on the 
financing of the Maple Leaf scheme. 

A No. 

Q Is Mr. Phillips -- I 
understand that they have an international reputation in 
the field of pipeline operation, financing and management. 


Am I corrects ini that? 


A Yes. 


Q Do you remember appearing 





a) 


ma) 
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1 before the Standing Committee that you've referred to 


2 previously? That is, the Standing Committee on 


3 National Resources and Public Works of the House of 

4 Commons on June 22, 1976? 

5 A Yes. 

6 Q Were you there from 

; beginning to end -- that is to say, you heard all that 


8 was said by both Mr. Phillips and by Mr. Hungerford. 
9 A Mr. Rutherford? Yes. 


10 I don't believe I left the room. 


me Q O.K. Can I perhaps 

h2 give you a copy of this? I'm sorry I don't have more 
1 3 copies but I've made some notes on here. I'm sorry 
14 I hope you'll ignore me. The notes and I don't mind 
15 you reading them -- in some cases the notes really 

16 suggest questions to me. In some cases, there are 

7 comments like "oh yeah" and so on but -- would you 

18 turn please and I am sorry -- I have one more copy. 


19 Can I give you this and perhaps my friend Mr. Hollingworth? 
29 THE COMMISSIONER: O.K. 

21 MP. VSTEBVES: ” At 7313 ~-- 

22 that's page 7313. Mr. Phillips here was answering 

as a question from Tommy Douglas from Nanaimo - Cowichan, the 


24 Islands. Mr. Douglas put this question to Mr. Phillips: 


25 "What would be the benefits to Canada and to 

26 Canadian consumers apart from the question of being 
27 of assistance to our American neighbors which is 

28 certainly worth considering, are there any advantages 
29 at all to Canada?" 


30 | eehtm sorry. | |Soethatcwe don't misunderstand each other, 
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perhaps I should go back. Could we go back to the top 
of that page? Will you read through with me? 
"THE CHAIRMAN: Thank you, Mr. Gillies. I will 
mark you down for the second round." 

He's talking here to one of the members of the 

committee, and then he says, 
rs Mr. Douglas?" 

And Mr. Douglas says this: 
: Mr. Chairman, I would like, if time permits, 
to have two series of questims . The first 
series I want to ask is with reference to the 
proposed Fairbanks~Alcan Highway project, either 
to: Mrs,,Phillips;or.to Mr. Blair. I take,it,this 
would not be a common carrier. In other words, 
no gas would be delivered in Canada from this 
pipeline. This would be entirely to take gas 
from Prudhoe Bay to the United States." 

Mr. Phillips answered that in this way: 
‘ Yes, Mr. Douglas. It is simply the trans- 
shipment of Alaska gas across our country. 
Call it a land bridge, t£ivoul like,” 

Now, I read all that, sir, 
so we can get the context in which this discussion 
took place, and then Mr. Douglas went on and he said: 

2 What would be the benefits to Canada and 
Canadian consumers, apart from the question of 
being of assistance to our American neighbors, 
which is certainly worth considering? Are 
there any advantages a all to Canada?" 


Then Mr. Phillips said, 
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m Yes, there are a number of advantages." 

And then he said this at the bottom of that answer: 
"Essentially I think it makes the movement of 
Canadian gas from the delta to the eastern part 
of Canada a sure thing. Without it I would have 
to say it is questionable." 

Were you there when Mr. Phillips said that? 

A I already told you I was, 
yes. 

Q Yes. Did you disagree 
with that at the time Mr. Phillips said it? 

A No, I don't remember 
particularly. ~ I certainly didn't “disagree with it 
Orally. I think I was thinking about my Own previous 
answers and watching the members of the committee, and 
I'm not certain how intently I listened to those words, 
but I don't remember reacting. 

Q Well, was Mr. Phillips 
right or wrong when he said that before the Northwest 
Highway system -- I'm sorry, the Alaska Highway system, 
the delivery of delta gas to Southern Canada was 
questionable, and that the Northwest Highway system 
made that delivery no longer questionable. 

THE COMMISSIONER: Excuse me. 

Q Was he right or wrong, 
in your opinion? 

THE COMMISSIONER: Excuse me, 
Mr. Steeves. I want you to answer that, Mr. Blair, but 
where did he say that? You've circled at the bottom 


of that passage, 






Wey 


20 tnamevom ‘sad Bedi 
sisgq axesass edd oF sifeb a 10" “a 
eved biuow 1 44 “$d0dsIW spmidy one ‘6 sbsAsd 36 
* oldendtsdeup at ti yse'od 
Sisd9 bisa eqtittdd .4M- ‘nertw oveity HOY oxen 


Th han. 


1 85w I nov Blot qpeons T yo Weenies, 


ee 


setpasih way bia esr’ Oe PO ee 


recmeme $*nob I Yon | K | 
tk doiw estpectb ¢'abib yinisites 1 .yiseivoitsisg 
auebexg mwo ym juods pataAainy aew T xakds T Jylisz0 


.phitosex xeduemex +’ mob I stud 

eqitiisdt aM esw ,Ifew  §89 
taswitto ety exoted sedt ping ‘et new puOiw xO tipi 
means yewdsott exes lA ond esirt m'T -~ meveye yewdpin 
asw sheds) mredtuo2 oF Bp ‘piled to yrovitsb sit 


.eldsnottesup nae Sti ale ‘eb Bint 
ont @ayoxd :AeMOTAaTMMOD aur | a ey a Cae tail 
eee: 50" ‘ey ‘oa ew ny Mets aa enh eat 


os hin 








OMe kdpsd advbs %6 : orl il ania Reset 
rrewens Isil3 ‘Yo medied ad 38 hy bina eo : 


oa ¢ «6 + Aas 


¢4i bisa aqiilidd .4M omix ont 3B 36R9 dtiw 


brs ,$9ttimmon ont to exsdmem sit paitiodaw brs exewens . 


,abrow seodt of bonetetl 1 yfsastnt wod mtstreo) gon m'I 


maser ‘Yyawsipli seewds ton erly gens bas ,eldsnolsesup 


F ne A a i an hoe iil 5 lin “tnoltadge stvoy nt | 1 , 


‘ae sae ss ! 5 ‘ta aie ray: ti i ie 
\4ud ,xkeia it seeds 8 ers Gd woy "Seow 1 |.ovees2 am oat 
mooted io ana 2 ova Naas Yon Baby 4 




















Rie mtey 2 Bia Ca Rye Blair 


7s bi 


Cross-Exam by Steeves 


"I think it makes the movement of Canadian gas,” 
etc., but what's this other part that you just cited? 
Where is that? 

MR. STEEVES: I'm sorry, that's 
all I wanted. I think it makes the movement of 
Canadian gas from the delta to the eastern part of 
Canada a sure thing. Without it I would have to say it i 
questionable. 

THE COMMISSIONER: Oh, I see. 
Rigit rion, Bidnt,, Yionte “OL K 

MR. STEEVES: All right. 

A What is your question? 
What is your question to me? I've lost track. 

Q Well, was Mr. Phillips 
right or wrong when he said what he stated to the 
Standing Committee? 

A Well, I'm sure Mr. Phillip 
was expressing his assessment of the situation and I 
Suppose that what lies between you and I now is what 
he meant bythe word "questionable". I'd say that many 
people would have to say that the movement of Canadian 
gas from the delta to the eastern part of Canada is 
questionable at this stage. That's what these Inquiries 
and hearings are greatly about. Mr. Phillips, I concede 
Mr. Phillips here put more emphasis on his assessmen t 
of the ways in which a prior Alaskan Highway project 
could be beneficial to a Mackenzie Valley Pipeline 
project, more emphasis than I've put. He catalogued 
above this the various benefits ae he saw, and he 


ended up with this enthusiastic summary of the improved 
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Cross-Exam by Steeves 


prospects of there being a Mackenzie Valley, well, 
excuse me, the improved prospect of the gas from the 
delta getting to Eastern Canada. He put more emphasis 


on his word in his mind at the time than I have been 


~ 


putting, but I don't find that in sharp contrast with *\. 


my assertion to you, which I repeat, that no, the 
Mackenzie Valley Pipeline is not dependent upon the 

-- does not depend upon the Alaskan Highway proceeding 
ahead of time, 

Q Is the Mackenzie Valley 
project without the Alaska Highway system, a question- 
able project? 

A I think as I use the 
word "questionable", it's a questionable project with 
Or without the Alaskan Highway system. 

Q Well then, Mr. Phillips 
is wrong when he makes that statement. Is that what 
your evidence is? Read it out, would you? 

THE COMMISSIONER: Well, excuse 
me, excuse me, Mr. Steeves. I think it's necessary 
to be precise about these things. Mr. Phillips said 
that without the Northwest project the movement of 
delta gas to Eastern Canada is questionable. Now, if 
we're talking about the movement of delta gas to 
Eastern Canada, that, it seems to me, is something a 
little different from the Matkenzie Valley project 
which I take it is the Arctic Gas project, or maybe 
it's the Foothills project, but what the man said 
was 


"The movement of Canadian gas from the delta 
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Cross-Exam by Steeves 


to Eastern Canada is questionable without 

the Northwest project." 
At least if I understand this, and I'm not slowly 
losing my mind, that's what he said. Now, you're 
quite right to tax Mr. Blair with that, but I think 


it's important to phrase it precisely on each occasion. 
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Cross-Exam by Steeves 


: MR. STEEVES: Yes, let me 

j repeat it in the terms suggested, I almost said, "My 
‘ Lord". Let me repeat my guestions in those terms. 

i Was Mr. Phillips wrong when 
5 


he said that the Alaska Highway system makes the movement 
of gas from the delta to the eastern part of Canada 
a sure thing? 

A I don't know if he's 
wrong or right. He said he thought that that was so. 
The first words were, I think it makes it that I'm 
sure he was correct in knowing what he thought and I 
don't think it's up to me to say whether his judgement 
isicorréctrorcincorreet: 

Q What's your own judgement 
on that question? 

A It's less emphatic than 
the way that Mr. Phillips expressed it on this occasion. 
I think that the movement of Canadian gas from the 
delta to the eastern part of Canada is questionable, 

questionable is not a word I use very much, but it 
is certainly open, say, to question. 

I think personally it will 
occur, it probably will occur with or without the 
Alaskan Highway project, but I do think that it's -- 

Q I beg your pardon, can 
I interrupt you because I'm not -- you lost me completel 
I don't understand how you can say something is probable 
but at the same time questionable. Is that what you're 


saying? That's what I heard you say. 





A Yes, 
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Cross-Exam by Steeves 


MR. HOLLINGWORTH: Well, 
perhaps if the witness could finish his answer. 

MR, STEEVES: I beg your 
pardon, I don't want to interrupt you unnecessarily, 
but you lost me. You were saying that -- and if I 
may help you pick up the train-- 

A No, I don't need your 
help, I'll finish it. I was saying, that I do think 
that the prospects of the gas from the delta moving 
to the eastern part of Canada are improved -- would 
be improved by the earlier installation of an Alaskan 
Highway project and I suppose that in the end the 
only difference is one of degree between the extent 
to which Mr. Phillips believes that and expresses and 
the extent to which I believe and express it. But, 
when I go right back to your question, which began all 
this, is, does the Maple Leaf project depend upon the 
authorization in the United States of the 
Alaskan Highway project, my answer is still flatly no, 
because I think in ene kind of a question, I think 
I properly take that as a question of dependency and 
in formal terms or the contractual certainties or 
financing certainties which make one project depend on 
the other and I correctly answered you, no, there are 


NOL. 

The degree to which the 
Alaskan Highway project may help the Mackenzie Delta 
project is a matter of opinion, but it is a matter 


of opinion not of contractual or regulatory certainty. 
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JRNABY 2, 8.C. 27186 | 
| 


Q feeugqest to you, sir, | 
that whether or not the Maple Leaf scheme ever goes 
ahead depends not only on whether or not it gets 
regulatory approval from Canada, but also depends on | 

| 


whether or not this Northwest Alaska Highway system 





is approved by the Federal Power Commission in the 


United States of America, 


A Well, you're absolutely 
wrong and I contest that just totally. 

Q Well then, it follows, 
I take it, that the movement of Canadian gas from the 
delta to the eastern part of Canada has always been a 


sure thing, is that your evidence? 





A No. 

Q Doesn't that follow | 
legicaldy? | 

ve No. | 


Q Okay. Have you talked 
to Mr. Phillips about that statement since he made it? 

A No, I never had == no on 
ever called attention to it before to my recollection. 

Q Do you intend to talk 
to him about it now? 

A Noe. particularly... 1 
still don't see any sharp contrast between that view 
and my own. It's a matter of the opinion of individual 
executives with a background in this business and the 
way that they express the opinion on a given occasion 


and the emphasis that they put on it. 
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Cross-Exam by Steeves 


Q Okay. 


THE COMMISSIONER: Mr. Blair, 


could I just intervene for a moment Mr. Steeves and make 


sure I understand Mr. Blair's conception of 
the dynamics at work. 

MR. STEEVES: Why are those 
lights on me and nobody else? 

THE COMMISSIONER: I was just 
about to say, after a year and a half we have a new 
man on lights. He came up in your plane I think. 

Mr. Blair, as I understand 
it, the United States has a shortage of gas, a good 
deal more accute than Canada's, so that the concern 
of the United States to transport their Prudhoe Bay 
gas to markets in the lower 48, especially in the mid 
west and in the eastern United States, is their over- 
whelming and overriding concern and given the concerns 
related to environmental questions and questions 
related to native claims along the Mackenzie Valley, 
the idea emerged of the Alcan route as an alternative, 
strictly for the purpose of transporting Alaskan 
gas to the lower 48. So far is that about the size 
Cf te 

A Yes. 

Q And the U.S. concern 
about connect in one way or another, their Prudhoe 
Bay gas to the lower 48 is a concern that has been 
expressed, among others, by Mr. Enders, their Ambassado 


in a series of speaches in recent weeks. 
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Cross-Exam by Steeves 


A Yes, 


@) Well, I said all of 


that because I was wondering if there was anything more 


I could get out of the conversation that Mr. Steeves 


and you have had for the past hour. No, I'm not being 


facetious. That was my understanding when the two of 


you began your discussion, that is my understanding now, 


is there anything more that I should have been made 


to appreciate? 


Is there anything beyond the factors 


at work as I've just described them? 


that? 


Not in my view. In my view there is nothing particularly 


MR. STEEVES: Can [I answer 


A Teac Gri “SO iC 4 


more that has been developed in this period that goes 


beyond the factors you've described. 


THE COMMISSIONER: If, in the event Canada 


and the U.S. agreed, of course, the application hasn't 


been filed with the Minister in Canada or with the 


National Energy Board, but if in the event Canada and 


the U.S. agreed that the U.S. could transport their 


Prudhoe Bay gas over the Alcan route, 


then you say that 


connection of delta gas, by the Maple Leaf route would 


be a sound proposition and that it would in no way -- 


neither the Foothills determination to do so nor the 


feasibility of 


by a vision to 


is perhaps one 


in response to 


the project would have been impared 
embark earlier upon the Alcan route? 

A That is correct. There 
thing more that I might properly add 


the invitation of these questions of 
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yours. It seemed to me that much of the difference 
between Mr. Steeves and I in those protracted questions 
and answers had to do with his inviting me to agree that 
I had put considerable emphasis in attacking the CAGPL 
project or in speaking in favour of the Maple Leaf 
project on the avoidance of a need to get a United State 
regulatory authorization as a part of the project to 
connect the Canadian gas, and I hadn't thought of just 
that, expressed that way. I don't remember thinking 
of that as one of the biggest issues and I was avoiding 
or refusing to agree with Mr. Steeves that that was 

one of my main concerns. At least I believe that's 
what was happening between us. Also, I couldn't do 

it absolutely because the point may have been included 
on a list sometime and I may have spoken to the list 
and I just don't remember. I may have on more than 

one time, these things have been going on over a long 
number of years now. But the related point that has 
been tremendously important to me and which comes close 
to this is that the projects -- until the emergence of 
the Alaskan Highway project, the projects which would 
move United States gas and which would require United 
States Regulatory authorization were either a project 
in the one case which came nowhere near Canada at Ne 
the El Paso project or the ARctic Gas project, which 

in its content, put great emphasis on the alleged 
virtues of piggy-backing, Canadian gas on American 

gas and on a claimed economy of scale and I thovrht 
those points were used heavily against Canada in a 


negotiating way and were making us much too dependent 





eonsxettib srt to doum jada em ot bamsee 31 Lexvoy | 
aaolsaaup besssxtoxg oom at. T bas Bevaot28 im noowted 
tedt gomps ot an pabtivet eb Atte ob Ga Pae arqwans me 
TIOAD ocd pritossza at Binerigme efdexebiesoa, ag bed I 
_ teed oslqeM eft to moves? mk pntdseqe ak, 2 toetora 
qotsd2 bettnd » top o¢ bean s 20, eonisbiove. eds ‘m9 ap0tox9 
o+ tosto1q edt to ti6eq 6 38 noissstrordtus Nxotslupes 
gaut to triosods gs’ abad Tf bas .8sp nsibeas? att Joonnos 
pritaids xedmemeax 3'nob I yew todd beazorgxe eds 


) 
| 





ontblovs esw I bas eeueat taeppid. sd}, 0 m0 a6 ¢adt to 
asw jets tadd neveoss .uM dtiw setps of pnteutex to 

ae B18 bel evetloed I tasel tA ,enrsomoo aism ym Io 919 

ob d'nbilwoo I. .oelA. «au, neowtied pnineqqed esw tedw 
bebulont ased evar yam taiog sid sausoed ylotuloeds tt 
tail odd o¢ aedoge evaed ysm I bas emttemoe gels & 10 


nett stom ao eved yom I .19dmemex J'mob tay(, I bas 


| 

. 

| 
prof s,tevo mo..patop seed, svsd apnidt geod vomit ono 
esd tedd sniog bedsier ett tua .wor eteey to s9edmua 
| seolo aemop Avidw bas om oF Jasjxogmi ylavobasmess ased t 
to someprem edt Llinu --, atpetorq edt ted et aids o3 
bluow dotdw. etoetoxg eds ,tostorq yswdpih astasls edt | 
betinU exivpex, bloow dotdw bas asp setst2 bethany _evom 
tostouq % umitio eiew noltssizodjus y103sL0pem, 294532 
Lis +6 shsaed, usec exerwon emso foidw easy emo edt nt 
dotdw ,toeftoxq, e680 ok2061A ort, bord td ator orst LH, edt 
Hepelis edd so. elesdame ssere 204, tnasaop eth nt 
nspttemé no Bee msibsasd spatdosd-venia, 30 soudsty 
eared gx ban otpon, 30 ytorro59 bemtsio & mo Bas esp 

& ak abens? Senises vLivesd beau gages aie 

‘iidiniaane cage 2 te am NP mk. 








a 


NC 
BURNABY 2, B.C. 





fe 


f 


POR TING  Ftis 


Soro Sp byela be g ieee 
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on decisions including Regulatory decisions within 

the United Bratecweuri cd icelon and that we rebelled 
against that and we fought those issues very hard and 
they're not unrelated to the need to get U.S. Regulator 
authorizations. Also, they go much further than the 
need to get U.S. Regulatory authorizations. To me, the 
key thing is that they go right to the extent of puttin 
-- making the Canadian project dependent upon, subordina 
to and controlled by, in management and ownership, what 


is basically a United States purpose, 
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THE COMMISSIONER: 
Yes, well, you've made 


that case on other occasions, and here. 

Mr. Steeves, you said you 
wanted to enlighten me on this matter. 

MR. STEEVES: Yes, I'm sorry, 
I was soning entering into the spirit of 
the thing. I don't think I should. It should be 
done in argument. I don't mean I don't think I 
should enlighten you; I think it should be done later. 

THE COMMISSIONER: All right. 

MR. STEEVES: I'm sorry, does 
that conclude all our cross-examination? 

THE COMMISSIONER: Well, let's 
see. 

MR. STEEVES: Well, I suppose 
I have a great deal more to go but others should haveac 
and I'm sorry, I say that seriously, we're all busy, 
including Mr. Blair, . and -- 

THE COMMISSIONER: All right, 
let's -- 

MR. STEEVES: There's coffee 
out there, if I may suggest it. 

THE COMMISSIONER: Well, before 
we adjourn for a cup of coffee, let me say that I 
have always extended to Mr. Blair and M r. Horte, who 
represent the two pipeline companies, the widest 


latitude in giving their evidence, and may I say that 








each has taken full advantage of that, and the cross- 
examination has necessarily ranged widely and I don't 


-- and I have extended the same latitude to Mr. Wah-Shee 
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and Mr. Erasmus, to Chief Elijah Smith, to Mr. Raddi, 
and would extend the same latitude to Mr. Erion and 
to Mr. Robertson, who are the spokesmen for the organ- 
izations appearing before this Inquiry. But having 
said that let me make it clear that you should all 
bear in mind the mandate of this Inquiry and the 
limited usefulness of the discussion we've had for 
théeipast houre, Thateast itm nottcriticizingsyou. in 
any way, Mr. Steeves, for pursuing it, but these are 
geopolitical questions, many of them, that will only 
be resolved by the people elected to make political 
judgments for sovereign states, and I am here to 
assist those who govern us by finding the facts, 
predicting the consequences as best I can, but I 
don't think they're looking to me to inform them on 
any of these questions that you've raised with Mr. 
Blair. 

On that note of laughter from 
the next room, we'll adjourn for a few minutes for a 
cup of coffee and then you have some questions. You're 
the only one with any questions, I take it. 

MR. GOUDGE: Mr. Sigler 
has one or two now, sir. I have one or two. I anticipat 
we'd be able to conclude promptly after coffee. 

THE COMMISSIONER: O.K., well 
well take a break. 


(PROCEEDINGS ADJOURNED FOR A FEW MINUTES) 
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R. Blair 


(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 


MR. HOLLINGWORTH: Mr. Commis- 


sioner, just before we broke you put a question to 
Mr. Blair and he'd like, if he could, to add some 
further remarks in response to your question. 

THE COMMISSIONER: Right. 

A Mr. Berger, I just 
realized during coffee time that in my addressing the 
exact questions put to me and trying to answer precisely 
I had obviously temporarily overlooked a very relevant 
point that I should have made, and that is that when 
we were discussing the extent to which reliance on 
United States regulatory decisions would be detrimental 
to the project to connect the Canadian gas, my answers 
had been in terms of the possibility that Canadian 
gas connection would be delayed or interfered with at | 
the time by United States regulatory decision. I didn't | 
come back to, I think, a very relevant point and one 
on which I have put a lot of emphasis in the past, and 
that is that if the timing occurred so that the United 
States regulatory decision, in order to meet United 
States objectives, put a pressure of time on a Canadian 
project, and particularly on one involving the Mackenzie 
Valley, and created an urgency of decision in Canada 


On matters as difficult as the matters expressly addressdd 


in the Inquiry's terms of reference, that then I would 
Say absolutely and with great emphasis that it would 
| be detrimental to the Canadian situation to have that 


| occur to meet a pressure of United States purposes. 








That's perhaps the most important point of all that I 
™ 
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could have made, had I been answering more generally, 
and it is the absence of that element in the Alaskan 
Highway project that has been an additional reason 
for our co-operative activity and participation now 
in a project which does move Alaskan gas to United 
States markets, but does not press urgently for 
Canadian resolution of all of our own affairs in-our 


own country. 


THE COMMISSIONER: Mr. Sigler, 
psome 
did you want to ask questions at this stage? 


MR. SL GLERs. Yes gir, af 2 may: 


CROSS-EXAMINATION BY MR. SIGLER: | 
Q | From the point 
Orview ror my client, Mrs Blair, the municipalities, the 
actual timing of construction is important in trying 
to determine the magnitude of impact and the funding 
of impact costs on municipalities. Now, yau stated that 
your purpose in coming before the INquiry today was to 
keep the Inquiry posted as to when the Mackenzie 
Valley Pipeline will be built, and you underlined the 
word "when" in the evidence that you circulated. 
Now, in hearing your evidence 
I have heard from you when a Mackenzie Valley Pipeline 
could be built, and, you said 1982... You. said. that “it 
Wid ~bikely bewlater "Jbotel otill havent heard 
your opinion as to when the pipeline will he Duele. 
I wonder if you could provide that information that 


you state you came here to provide? 


A Yes. T had meant to 
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just leave it at that, with the summary statement that 
we believe that the Mackenzie Valley Pipeline can be 
authorized by, I said 1978 or '79, and in operation by 
the end of 1982, which would indicate its construction, 
Obviously, in the years 1980, 1981, and 1982. 

Now, I can give you much more 
particularly so, and I'd be pleased to, our own 
schedule of when that construction would occur. 

Q Well, in terms of the 
1982 date again? I would like to hear fromyou if I 
could, your opinion as to when it will be built, 
and in speaking of "it" I mean the Maple Leaf line. 

By that I don't mean can, but your opinion as to when 
Dewitl bev bpupiec. 

A Our opinion is that it 
will be authorized by 1978 or 1979, and will be built 
forthwith after that authorization. The schedule 
that we would like best would be one in which the 
authorization occurred in 1978, and in which in that 
fall and the winter of '78-79 the staging site at 
Enterprise would be prepared and temporary wharf and 
stockpile sites would be cleared in anticipation of the 
1979" shipping’ activity, and then’ in’ 1979 the centre 
line survey, station pad clearing, access road location, 
and borrow pit clearing would occur, with shipping and 
stockpiling. In 1980 the continuing logistics and 
stockpile operation would continue and one spread would 
start to lay pipe, and in 1981 and 1982 the greatest 
part of the actual pipe-laying construction would 


occur so that the line would be complete and in operati 
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by the fall of 1982, and then in the years 1983, 1984 
and 1985 the construction would continue of the 
compressor stations along the line, necessary to bring 
the line to its full capacaty. 

That is the schedule on 
which our evidence has been put before the National 
Energy Board, on which our cost estimates have been 
made, and I would add only two other remarks before 
completing that as a statement of our schedule. 

The first is that the 
schedule is developed in order to meet the date on 
which we think gas will be first available, which is 
the end of 1982. If by chance we are too pessimistic 
in that assessment, and if gas were available in 1981 
then it's certainly within our competence and planning 
to advance those dates by a year or more. In the 
sense of when we could begin, we could begin very soon. 
We could begin in months if all authorizations and othe 
factors were ready, but these are not physical limitati 
of the applicant. They are a schedule designed to meet 
what we believe will be available in gas production. 

The second remark I'd like to 
make is that I think you suggested in leading me 
into this that I had said 1982 or probably later. All 
I have actually said was that we are going ahead on 
the schedule for operation by the end of 1982, and it's 
going to be tough. We haven't changed our forecast to 
suggest that the date will be later than 1982. Our 
date is the end of 1982 to be operational. 


Q So the company's plans 
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a have not changed as far as the scheduling material that 
3 has, been filed? | 
4 A There have been changes 
4 over the past years, among all of the applicants, but 
5 no, we're in no way announcing -- 
6 Q Your announcement here 
¥) today in evidence doesn't tell us of any changes in 
8 your scheduling? 
9 A No, none at all. 
10 What I said today is completely consistent with what 
11 we have before the National Energy Board in support 
12 of our application. 
pe Q But on the other hand, 
14 you say that as a matter of practical or ptacticality 
is as much as the company desires or emphasizes first 
L6G the Mackenzie Valley Pipeline, you state that in 
17 all likelihood that you foresee it being delayed until 
18 the -- I think the differences. between the people 
19 of the Territories has been resolved. 
20 I have trouble reconciling 
a3 what you said today. On one hand you've said that your 
py) company's desires and emphasis is on constructing the 
23 Mackenzie Valley Pipeline in accordance with your 
24 original plans or the plans that have been filed with 
25 “£his Inquiry to date — 
26 On the other hand you state 
57 that as a matter of practicality there's a likelihood 
28 that it will be delayed while the people's problems 
29 are being resolved. 


39 | A No sir, my trouble is 
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in being communicative to you and not being, too. tight 
On words but also in leaving a record that will be 
precise in its words, and I don't -~ 

THE COMMISSIONER: Excuse me, 
Mr. Blair. Let me say what I understood your point 
of view to be. You said that you felt that it would 
be tough owing to the differences between peoples in 
the Mackenzie Valley and the Western Arctic to get 
under way before 1978 or 1979, and that younfelt it 
would be tough to do so even then. But that that was 
really the schedule that you were looking to. Now is 
that essentially the picture? 

A Yes, exactly, and my 
reason for not accepting and Rhicce an affirmative 
answer to the question is you're paying on the words 


"in all likelihood", you were saying that I stated 


"in all likelihood it would be 1982" and I don't believe 


I have said that, sir. The judge is correct. What I 


said is our schedule is 1982, and it will be tough. 
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l MR. SIGLER: 
Q That's my mistake then 
2 
because my impression was from your evidence before 
3 | 
lunch that the soonest was 1982 but that it would 
4 
be delayed until these differences could be resolved, 
5 
in all likelihood and likelihood was your word as I 
6 
recall. 
4 
A Well, look, we're really 
8 
together except I've never -- I didn't say, I'm sure, 
9 
that in all likelihood it would be delayed. I just 
10 
said it's going to be tough and if anything it will 
aug) 
be later. 
12 - 
Q Very good. So, that 
13 . 
clarifies that point for me. 
14 
Now, you've also stated 
rS 
that chronologically you felt, in your opinion at least, 
16 
that the Alcan Highway line might be started first and 
17 : 
the Mackenzie Valley line secondly in time? 
18 
A Yes, 
168) 
Q I wonder if you could 
20 
elaborate on that in the sense of how many years apart 
Pah 
do you see the start-up periods being between the 
ae 
two lines? 
23 
A Well, the plan, schedules 
24 
and engineering submissions and the whole works that 
29 
has been filed for the Alcan Highway, Alaskan Highway 
26 
project shows the schedule of it, being intended to 
ai 
be in operation at the end of 1980 and so comparing 
28 
that with the end of 1982 schedule date that we've 
29 


just discussed with the Mackenzie Valley pipeline, the 
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1 

é difference in time would be one or two years but again, 

3 not by design, not by our design but by our interpretation 

4 of whatexternal circumstances will force it on each 

5 of the two projects. 

6 -Q So the completion date 

7 would be about two years between each of the two pro- 

8 jects? 

9 A That's correct. 
10 Q What about the start-up 
1) dates in terms of starting construction work, You've 
12 used the years '78 or '79 in answer to my earlier 
13 question about the start-up date for the Mackenzie 
14 Valley line. Does that imply there would be a 1976 or 
15 '77 start-up date for the Alaska Highlway? 
16 A No, the time spread 
1? between the two, if these schedules were followed 
18 would narrow and what we have shown in our schedule 
19 in respect of the Alaskan Highway line is authorization 
20 by about the end of 1977, so that if you're comparing, 
21 if you are talking of authorization times, you're 
22 comparing the end of 1977 with the authorization of 
23 the Alaskan Highway line with the end of '78 or going 
24 into '79 in respect of the Mackenzie Valley pipeline 
25 and the time difference between the two projects narrows 
26 to one year or somewhat more. 
27 Q Now, you've alluded or 
£6 referred in your evidence to the social issues that 
29 have come up in the context of the Mackenzie Valley 


30 | line and the issues that have been raised and that's 
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been a factor in delaying the start of construction on 
the Maple Leaf line ‘ 

A Not really, because I'd 
like to remind you that I come back to the point that 
the governing date in our schedule is the date in which 
gas can be first available in production and so what 
we've said is that that is the circumstance which sets 
the date of the end of 1982 to be operational but that 
it's going to be tough to meet that date for a number 
of reasons which include the ones you've just spoken 
of. I have not said that the events you've just spoken 
of are in themselves a cause of delay at this time. 

Q .All right. I'm sorry 
then for implying that in my question. 

I take it that Foothills 
shares a concern for the resolution of the social 
issues that are being raised in the context of the 


Mackenzie Valley line? 


gre” 


ee 


does, as far as I know. 

“e. Well, I wonder what 
Foothills position would be as the owner of Foothills 
Pipeline Yukon Limited, if the same social issues 
were relevant to the context of building the Yukon line? 

A It would be the same 
concerns. Foothills position would be one of similar 
concern. 

Q So when you state now 


that the construction of the Alaska Highway line will 
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to connect the delta gas. I take it then that Foothill 


t commence prior to the construction of the Mackenzie 
Valley line, you're presuming that the same social 
3 issues won't be raised in the Yukon context and the 
; kind of issues are native land claims or impact on 
ae municipalities and so on. 
6 A I don't go quite -- no, 
I don't go so far as to say I'm presuming that the 
8 same issues will not be raised, but I do confirm to you 
7 that to our best present information, the same issues 
10 will not be so sharp or require so much time in their 
a resolution, as they will in the Mackenzie Valley. It's 
_ just a judgement, but that is our judgement, which is 
a shared by a lot of other people looking at this situation 
re tOOs | 
15 Q I take it -- your last 
a reference in your evidence on page six in the material 
a | circulated and the advantages of the construction of 
18 the Alaska Highway line is that it would provide although 
i? strictly as a backup, a shorter and different route 
20 i 


route 





has not ruled out the possibility of the Alaska 


| | yt 


providing the means of transportation of the Mackenzie 
Valley gas -- Mackenzie Delta gas? | 
A Well, no, it would be 


wrong for any company to rule out -- I'm sorry, I got 





too close to the mike here. Wrong to rule out absolute 
| ) i ; ; ; 

and refuse consideration of any route. We've all got 
to keep watching all the posibilities,but I have meant | 


to emphasize that in our view that posibility is really 
tanh | 
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information. 
Q Because the problem 
I had in reading that, is if that were the case, I 


wouldn't see much of a difference between Foothills' 


proposal or proposals and Arctic Gas proposal ,. 

THE COMMISSIONER: Except 
for the route would be different, 

MR. SIGLER: Right. 

A We see huge differences, 
So many that I hardly know where to begin. 

Q Well, I won't get into 
that subject because as the Judge said earlier, he's 
not interested. 

If that were the case, it 
would still be providing delta gas to Canadians | 
through that route, I take it? It wouldn't be taking 
delta gas to the lower 48. 

A Now,, L'm sorry, J.’m 
lost, behind your questions, 

Q I'm referring -- on page 
six you say it would provide, although strictly as 
a backup, a shorter and different route to connect 
the eeaiea gas. I just wanted you to confirm that 
evidence to where it would be connected. 

A Oh, I had Canadian 
markets in mind, and excuse me, going back to that 
question, I said I saw so many differences, were you 
saying that if there were an Alaskan Highway. route and 


then if there were a Dempster Highway route, that the 
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sum total of that -- 

THE COMMISSIONER: So that it 
waS a joint project? I thought that's what you were «ss 
getting at. 

MR. SIGLER: Yes, 

A Well, yes, in some 
respects such a combination would be coming -- would 
have quite a number of things in common with the Arctic 
Gas project. I mean, we'd move gas from both areas 
into both markets and that sort of thing, yes. 

Q And -- 

A But that's not our 
proposal. 

Q And in the sense that 
Foothills now has two projects, one to take the delta 
gas to Canadian markets and another one of taking 
American gas:to markets in the lower 48, it's -- in 
that sense it would seem now a little more of the same 
kind of project that Arctic Gas is to -- maybe I'm 
getting back on the same line that -- 

A You go too far -- 

Q -- Mr. Steeves was 
on, and perhaps erroneously, but one impression that 
is sensed, I think, in the communities in the north, 
was that we were dealing with a Canadian project or 
Canadian concern when we're talking of Foothills 
Pipe Lines Limited. Now, we've got Foothills Pipe Lines 
Limited talking about carrying American gas to American 


markets through Canada. Maybe it's the same question 
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that Mr. Douglas asked. I wonder if you could comment 
on that concern? 
A Well, yes. First of 


all, let me explain again, my not wanting to say yes 


to your last question. There are many, many differences 


between the present Maple Leaf project and the present 
CAGPL projects. One of the differences is that the 
CAGPL project would move Alaskan gas also, if you put 
Alaskan gas down through the western Canadian pipeline 
companies, you remove that difference and who could 
help but agree with you to that stage, obviously, but 
then what I was stopping at, is, you were going on 

in your question saying that then, that the two are 
the same, or you made it -- and there still remain 

25 other differences. So, that's my only point of-- 

Q I guess my point I 
was trying to get after or raise with you for discussio 
was, the point that in terms of corporate concern in 
marketing gas, you're dealing with marketing the same 
gas to the same markets as the other applicant is. 

A Well then, can I take 
the second part of your question and respond to you 
about the sort of answers we were giving Mr. Douglas? 

What Mr. Steeves was referrin 
to was the one sentence in a transcript of many pages, 
here of 20 odd pages which covered our appearance 
before that Parliamentary Committee and in that appeara 
we covered everything that you're speaking of very 
intently and I'd refer this to you for a much more 


complete answer than I should take time to give today, 
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but in the appearance we said basically this, we explained 
why we were in the project -- Alaskan Highway project 
at all. We put all our opening emphasis on two things. 
One, that our first love and loyalty was to the Maple 
Leaf project. The second was that the current move -- 
the then current move by CAGPL to have our application 
dismissed by the National Energy Board, we were going 
to treat as desperate on their part and had nothing to 
do it. We would stay, our case was in and would stay 
in and they could think of us as hanging right in 

with our application. 

Now then, we went on then 
to describe what we were doing in the Alaskan Highway 
project at all and to explain that we had responded 
to expressions of interest from Alaska, from within 
the state companies and government people there and 
to other people in the states who were saying this to ug, 
that the Maple Leaf project was all very well for Canad 
and they could see our point about Te, "and*Xxe adoesva 
lot of the kinds of things that Alaskans want done in 
Alaska, but, that the Maple Leaf project yust ard 
nothing at all for the continuing American problem of 
how they were going to get that gas connected. 

And we were also hearing in 
the same period, now I'll summarize this as briefly 
as I can, from people in the government of Canada, 
who were saying that the Maple Leaf project could, in 
the end, be an embarrassment to the government of 


Canada, because if, the government of the United States 
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should approach the government of Canada in the next 
year, as many have been suggesting will happen and 

ask for Canadian views and participation in a project 

to move the Alaskan gas and if the government of Canada 
was convinced that the Maple Leaf project was the right 
one for Canada, it would leave them high and dry with 
nothing to tell the United States so they'd have to 

go with Fl Paso and coming out of all of this, we became 
persuaded that while our first and real interest was 

in getting that Mackenzie Delta gas connection for the 
Canadian purposes, that we could also properly participate 
in another arrangement to move the Alaskan gas for 
United States purposes and we decided we had better 

ae one nee and participate in that and that a project 
could be devised. We think the Alaskan.Highway project 
has been devised in a way which will not be injurious 

to Canada. 

Now then, past that, and which 
among other things would allow Canada to give an overlan 
access for the Alaskan gas, next year if necessary, to 
meet the American schedule, without forcing a Canadian 
decision in the first half of 1977 or some other date 
which we would think of as being too early on the kind 
of issues that are before this Inquiry and on this -- no 
only the decision, but all of the settlements and the 
procedure it will have to go through. 

Well then, having got in : 
that: far; our interest has been also in seeing 


how the Mackenzie -- how the Alaskan Highway project 
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can be turned into someting constructive for Canada and | 
besides removing the pressure on the Mackenzie Valley 
decision and we have -- believe that a number of ways 
have been identified and they were all listed out 

here to the parliamentary committee in which there are 
advantages to Canada deriving from the Alaskan Highway 
project in which Mr. Phillips was very enthusiastic and 
eorer he'd given a number of those reasons, he spoke 


as Mr. Steeves read. 
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Q My last comment is just 
then to summarize what you've come here to tell us today 
is that to dispell any rumors that you've alluded to, 


to confirm that Foothills Pipe Lines Ltd.'s intention 


is still to build the Mackenzie Valley line by 1982, 


A To do it as soon as 
possible -- as soon as possible and as our 
highest corporate responsibility for connection of 
gas from the Arctic and we believe that that can be 
done by 1982 although we acknowledge it's going to be 
tough. 

Q Using the Mackenzie Valley 
Line. 

A Using the Mackenzie Valley 
and just to be absolutely sure we're together, that 
1982 is the date for the line to be in operation, 
and if yau're actually talking construction, the schedul 
we intend is the one I read out to you here which could 
start as early as '78, and in any case it would start 
in 1979 in terms of field construction work. 

MR. SIGLER: That's all I 
wanted to ask you about. 

THE COMMISSIONER: Thank you, 
Mr. Sigler. 

MR. GOUDGE: I just have one 


shont SareagidMpacBlaiz., if I may, Mr. Commissioner. 


CROSS-EXAMINATION BY MR. GOUDGE: 


Q You've told us a little 


today; siimpkabout ‘the sAlcam proposal. I take it the 
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correct name for that is the Alaska Highway praject, 
is that what you call it? 

A Well, in the days when 
the agreement was signed a few months ago to praceed 
with the project, we had to come to a mametag to put 
on it. It became called the Northwest-Alcan Highway 
proposal, Alcan being, of course, a word of some 
anes particularly in British Columbia ag a nick- 
name for the Alaskan Highway. 

Q Well, let me call] it 
the Alcan project, just for simplicity. 

A O.K. 

Q It's a project that, 
as I understand you, will transport only Alaskan, gas 
and will transport that gas only to the United States. 
rs that Iso? 

A Mainly that is. so 
except we have arranged that it will deliver Alaskan 
gas to communities along the route in the Yukonwhich 


would otherwise not get -- to Canadian communities 


which would not have gas available from other sources. 


Except for that gas, and also it will use Alaskan gas 
for compressor fuel and pipeline operational use. 4s 
it passed through Canada, so that except for. those 
$96 Agakbe it's the net. flow of Alaskan, gas. inta, 
Canada and back, out. 

Q And. I take it when the. 
Alaskan -- when the Alcan project, is fully, operative. 
it will, be supplying avery large quantity of; gas. 


from Alaska to the southern, 48. 
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A Not really, I would say 
if you're thinking in sort of national terms, according 
to the information that was given yesterday between 
the producers and the state regulatory offices in 
Alaska, the forecast flow of gas is two billion cubic 
feet a day. 

Q Two billion cubic feet? 

A Yes, for a 20-year period, 
which would be three-quarters of a trillion cubic feet 
a year, and which would compare with what will then 
be probably total gas consumption in United States of 
about 25 trillion cubic feet a year, and so will re- 
present about a 3% increase in -- or 3% replacement 
supply to United States markets. 

If you want another perspectivel, 
as the gas comes through the Canadian system, it is 
supposed that two-thirds of it will go through Alberta 
and that to my company would represent about a 20% 
increase in the quantities of gas that's moving across 
Or out of the Province of Alberta. So in those terms 
it's not very large. Also still in terms of capital 
cost it's a huge pipeline investment process. 

Q And from one other 
perspective, it's roughly the same quantity of Alaskan 
gas as the Arctic Gas proposal foresees carrying, 
roughly. 

A Well, it -- the 
quantities would be identical because the quantities 
are not changed by the avatimcesons between the two 


proposals. 
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0) Yes. 





| ; A The Arctic Gas evidence 
has been based so far, I think, on 2% billion cubic 


| feet a day, and if the figure is only two or less, or 
whatever, they'll have to adjust to that also. 

! 

| 


i 9) Yes. Now, sir, the 

one area that I'd like to raise with you relates to 

the remarks that were made by your counsel, Mr. Gibbs, 

speaking for Foothills, at the very beginning of 

| this Inquiry, on March 3, 1975. He made a number of 
criticisms, as I know you're aware, of the Canadian 
Arctic Gas proposal at that time. One of them was in 
these terms, and if you'll bear with me I'd just like 


to read from the transcript at page 789, Mr. Gibbs 


said there that: 


out our history as a nation, there has been in- 
sistance that main Canadian transportation and 
communication systems follow all Canadian 
routes, with only convenience connections 
across the United States border. The examples 
are present for all to see. The C.P.R., the 
Trans-Canada Highway, the telephone. and 
telegraph systems, TransCanada Pipeline, 

Air Canada and so on. The exception, the 
consequences that are spoken of in sorrow 

by others more eloquent than f is the 


"with one significant exception, factors through- 
Columbia River Treaty, and this insistance, 
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eee tt. ails 
Cross-Exam by Goudge 


Mr. Commissioner, on all C anadian routes 


has in mind, in my submission, been one 

of the greatest single factors which has 
preserved the integrity and sovereignty of 
Canada. It seems incredible to me that there 
would now be proposed at this stage in our 
history that we should abandon all we have 
learned and favor construction of what has 
been described as the equivalent of a 

Panama Canal across Western and Northern 
Canada." 

I take it Foothills' view at 
that time wasthat it was a danger to Canada to have 
across our heart-land, if you will, a transmission 
system, the integrity of which was of such central 
concern to the Americans, to a government other than 
ours. Is that the way you would see the Foothills’ 
criticism made then? 

A Yes, in part. It was 
one aspect of the criticism. 

Q Is that not as well 
a criticism that can be made of the Alaskan Highway 
project, the Alcan project? 

tA It's a matter of degree. 
TO some degree, yes. The answer has to be "Yes." 
But I think it is fair to point out that what Mr. 
Gibbs was referring to then was a project, the CAGPL 
project which as well as running across Western Canada 
would do so under a very substantial degree of United 


States control, management influence, design, under 
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Ra Bilare 
Cross-Exam by Goudge 

in our view at least mainly United States cnntrol : 

and management and design, and that in the case of 

the -- and also the CAGPL project we were conceiving 

then would be a project having a capital cost of 

several times the total cost of -- the total cumulative 

cost of all gas transmission facilities in Canada. 

It was a monster to us. 


THE COMMISSIONER: It was what? 


A A monster. 
Q Oh, a monster? 
A A monster. The Alaskan 


Highway project does differ in that it involves a 
sAparate Canadian ownership of the Canadian portions, 
it's a good deal smaller. Another point we've made 
about it is that in our view it would be well if it 
were coupled with other American arrangem ents to move 
Alaskan gas to, future increments: of Alaskan gas supply 
to markets in the States as an alternative so that 
there wouldn't necessarily be a perpetual Canadian 
responsibility to expand as, when, and whenever United 
States wanted it done. So as a matter of cares fade 
not as bad a Panama Canal to us as CAGPL looked then. 
But I have to go along with you that the same factor 
exists in the two projects. 
MR. GOUDGE: 

Q mibake: btietbo. this 
degree at least the two projects, the Alcan project 
and the CAGSL project, are identical. They both 
constitute major transmission systems carrying 
two billion cubic feet a day of natural gas, roughly, 


and would therefore be transmission systems, the 
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Cross-Exam by Goudge 








+ integrity of which in Canada would be of vital 
2 | concern to Americana and their government. 
3 | A Yes. In the careful and 
4 limited way that you have described that comparison, 
| I must agree with you. 
6 | fe) And is it your judgment 
7 that that is a danger that can be mitigated or must 
8 it simply be lived with? 
9 A Well, I think it's a 
10 danger that Canada must assess as a political decision 
11 at the time, and another substantial difference between 
12 the two kinds of projects is that in the case of 
13 the CAGPL project, the thrust has been that this is 
14 something good for Can ada, that Canada, all Canadian 
15 companies should support and should be approved here 
16 as a beneficial to Canada because of these alleged 
17 merits. of piggybacking and economy of scale and so on. 
18 In the case of the Alaskan Highway project, and this 
19 is all borne out in our evidence before -- as a 
20 matter of fact, I made my main emphasis in the two 
21 Senate Standing Committees of the United States Senate, 
22 the Commerce and the Interior and Insular Affairs. 
23 coimuetees: Senators Magnusson and Jackson, firstsubpoened 
24 informally us to go to Washington and explain our 
25) position. We really put the emphasis there on what 
26 | we re saying about the Alaskan Highway project is that 
a7 if the United States comes to Canada and asks for 
a such an access, and if at that time Canada decides 
as that taking into account all of the areas of negotia- 
20 | tion Het eean Canada and United States, that it's in 
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Ren Bch 
Cross-Exam by Goudge 


Canada's interest to afford such, and 
accommodate such a desire from the United States, that 
then we'll co-operate as utility companies in Canada 
and do our part of the eee and they can be assured 
that we're not going ere or mischiev ous 
in trying to redirect their gas or charge exhorbitant 
tariffs and that sort of ehiings 

But we really emphasized, and 
that was the place to do it was in United States, that 
read it this way, that this has got to take a Canadian 
decision that Canada will live with such a project, 
having regard to all of the other issues that may 


exist between the countries. I don't presume to pre- 


judge what the Canadian decision will be. 
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Re plate 
Cross-Exam by Goudge 


Q I take it you would agree 
with me that it would be an appropriate factor to be 
considered in the political ‘arena. That is, the judgment 
about the danger that we have discussed being acceptable | 
or unacceptable. 

A Yes I would. I have 
spoken to it very publicly with as much or more 
emphasis aS you are giving it today. 


QO The acceptability or ie 


to be judged ultimately by the politicians? 

A res: 

MR. GOUDGE: Thank you. Those 
are aly -- 

THE COMMISSIONFR: You mean in 
thee light of informeds public opinion. 


A T am sure. 


MR. GOUDGE: Those are all 
the guestions I have sir. 

MR. HOLLINGWORTH: JI hope you 
thank the source for those questions Mr.Goudge. 

MR. GOUDGE: Mr. Gibbs. 

THE COMMISSIONER: Did you 
have any further questions Mr. Steeves? 

MR. STFEVES: Why do you ask mef 
Oe teraon ty cir. 

THE COMMISSIONER: Any re- 
examination? 

MRe STEEVES +. No «I con't, thank 
vOU Sar. 


THE) COMMISSIONER: All right. 
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Re Bay 


Well thank you very much Mr. Blair and we appreciate 
seeing you again and having the opportunity of consider- | 


ing your views. Thank you very much sir and we'll 





adjourn the formal hearings until Monday at 11:00. | 
The Inquiry is adjourned until it reconvenes at Colville 


Lake tomorrow, weather permitting. 


(WITNESS ASIDF) 


(PROCEEDINGS ADJOURNED TO AUGUST 23, 1976) 
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MACKENZIE VALLEY PIPELINE INQUIRY ee 


IN THE MATTER OF APPLICATIONS BY EACH OF 
(a) CANADIAN ARCTIC GAS PIPELINE LIMITED FOR A 
RIGHT-OF-WAY THAT MIGHT BE GRANTED ACROSS 
CROWN LANDS WITHIN THE YUKON TERRITORY AND 
THE NORTHWEST TERRITORIES, and 
(b) FOOTHILLS PIPE LINES LTD. FOR A RIGHT-OF-WAY 
THAT MIGHT BE GRANTED ACROSS CROWN LANDS 
WITHIN THE NORTHWEST TERRITORIES 
FOR THE PURPOSE OF A PROPOSED MACKENZIE VALLEY PIPELINE 


and 


ECONOMIC IMPACT REGIONALLY OF THE CONSTRUCTION, 
; OPERATION AND SUBSEQUENT ABANDONMENT OF THE ABOVE 
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ALL WEST REPORTING LTD. 27219 


BURNABY 2, B.C. 


Yellowknife, N.W.T. 
August 23, 1976 
(PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT) 

MR. SCOTT: Mr. Commissioner, 
I think we are ready. The first panel this morning 
is to be presented by Mr. Searle. 

MR. SEARLE: Mr. Commissioner, 
the Northwest Territories Chamber of Commerce -- we 
have here the witnesses for the Northwest Territories 
Chamber of Commerce. As indicated previously, we will 
be presenting only one panel of three persons. They 
are there. There will be Mr. John MacLeod, who you've 
heard before. Mr. Barry Ashton in the middle, from 
Hay River; and Mr. Grant Hinchey, from Yellowknife. 

We have filed copies of the report. We filed two 
copies of each of the summaries which each of them 
have provi sed and of course we provided copies to 

the press, So I believe all of the formalities in 
that regard are out of the way. I assume you'd now 
like me to simply have them each indicate their 
qualifications, which are, I might say, appended in 
each case to their summaries and they're found at the 
very back. You may wish to dispense with Mr. MacLeod 
doing that, as he has done that previously before you. 

THE COMMISSIONER: We're 
acquainted with Mr. MacLeod. That won't be necessary 
sO you can carry on with the other two. 


MR. SEARLE: Thank you, sir. 
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ALL WEST REPORTING LTD. 27220 
BURNABY 2, B.C. 


Ashton, Hinchey, MacLeod 
In Chief 


BARRY J. ASHTON, 

WILLIAM GRANT HINCHEY, sworn: 

JOHN B. MACLEOD, resumed: 
DIRECT EXAMINATION BY MR. SEARLE: 

Q So then, Mr. Commissioner 
may I ask Mr. Barry Ashton to indicate to the Commissio 
his qualifications as set out in his personal resume? 

WITNESS ASHTON: Mr. Berger, 
I'm a chartered accountant in Hay River. I've been in 
Hay River since 1971. I articled with Coopers 
Lybrand , formerly McDonald Currie in Moose Jaw and 
Regina and Weyburn in Saskatchewan, completed my 
articles with Price, Waterhouse & Company in Edmonton, 
obtained my C.A. degree in 1970, and shortly thereafter 
moved to Hay River to open the office for Fraser 
Matthews & Company. 

I am presently in Hay River, 
as I mentioned. I'm president of the Hay River Chamber 

and a the Northwest Territories Chamber of C ree 
of Commerce,/director of and a director of the Mackenzie Pipeline 
Business Opportunities Board. I am married and I have three 
children. 

Q M r. Hinchey, would you 
kindly indicate your qualifications? 

WITNESS HINCHEY: Mr. Commis- 
sioner, I graduated from Mount Royal College in 
business administration in 1954, and received my C.G.A. 
designation from the University of British Columbia 
in 1962. I was employed in public practice in Kelowna, 
British Columbia, from 1955 to 1973, in which I managed 


the firm for 12 years. In 1973 I moved to Yellowknife 
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ALLWEST REPORTING LTD. 
BURNABY 2, B.C. Zines 


Ashton, Hinchey, MacLeod 


In Chief 

i and am the senior partner in my firm, Hinchey & Company, 

é which is doing agcounting services throughout the 

3 Northwest Territories. I am a’ representative of our 

4 Accounting Association for the Northwest Territories, 

5 to the Prairie Region Board, and chairman of the 

6 National Public Practice Committee, and director of 

7 the Yellowknife and N.W.T. Chamber of Commerce. 

8 I am married and have five 

9 children living in Yellowknife. 

MR. SEARLE: 

10 | Thank you, Mr. Hinchey. 
11 Mr. Commissioner, I think before we start the evidence 
12 of each of the three, I might ask you, sir, to turn 
13 to the table of contents of the report. I would just 
14 indicate how the evidence is broken up. In other 
15 words, which witness will be dealing with which part. 
16 | In the table of contents No. 
17 1 introduction, Mr. MacLeod will deal with that. 
18 Part II, financial problems 
19 and recommendations, items 1 to 7 there, Mr. Ashton 
20 will be dealing with that. 
21 No. 3, tendering and adminis- 
22 tration of contracts, problems and recommendations, 
23 items 1 to 8, Mr. Hinchey will deal with that. 
24 Item 4, personnel problems 
25 and recommendations, items 1 to 4 of that will be Mr. 
26 MacLeod again. 

ou Mr. MacLeod will also deal 

28 with No. 5, transportation problems and recommendations 
a3 Mr. Ashton will deal with No. 6. 


30 


i aia miscellaneous operational considerations and 
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ALLWEST REPORTING LTD. 271222 
BURNABY 2, B.C. 


Ashton, Hinchey, MacLeod 


In Chief 

1 recommendations. 

« | Mr. MacLeod will deal with 

3 item 7, unionization. 

4 Item 8, regulatory considera- 

-) tions and recommendations, all of that part will be 

6 Mr. Hinchey. 

fi Mr. Hinchey will then do 

8 No. 9 and 10, as well. 

9 I wanted to say that, sir, 

10 because it makes some sense if you're following the 

Lop summaries that have been provided and want to correlate 
12 it back to PReere bore. Essentially the division is 

13 based upon each of the witness' dealing with the area 
14 that they contributed to the report. 

15 THE COMMISSIONER: Yes, fine. 
‘16 | MR.SEARLE: That being said 

1? now, sir, unless there is anything else of a procedural 
18 nature, I would be prepared to lead evidence, the 
19 first witness being Mr. MacLeod. 
20 (QUALIFICATIONS & EVIDENCE OF J.B. MACLEOD MARKED 
21 EXHIBIT 708) 
22 (QUALIFICATIONS & EVIDENCE OF B.J. ASHTON MARKED 
23 EXHIBIT 709) 

24 (QUALIFICATIONS & EVIDENCE OF W.G. HINCHEY MARKED 
25 EXHIBIT 710) 

26 (INVENTORY & ASSESSMENT OF BUSINESSES, PERSONNEL 
“7 & EQUIPMENT IN MACKENZIE VALLEY & YELLOWKNIFE 

an MARKED EXHIBIT 711) 
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Hinchey, Ashton, MacLeod 
In Chief 


WITNESS MacLEOD: During the 
past year a study was undertaken by the members of 
this panel for the N.W.T. Chamber of Commerce with 
funds provided by the Mackenzie Valley Pipeline Inquiry. 
The terms of reference were as follows: 

Prepare an inventory of the 
present business capacity in the Territories to handle 
contracts and subcontracts on the proposed gas pipeline 
and the potential capacity of business to expand in orde 
to benefit from future development brought about from 
the pipeline. 

During the course of this 
study, an opportunity was extended to all segments of 
the northern resident business community without regard 
to ethnic origin and Chamber of Commerce affiliation, 
to express themselves on matters of common concern. 

The pertinent concerns of all 
participants and the resulting recommendations comprise 


this report which has now been filed with this Inquiry, 


In my capacity as an independent 


consultant to the Chamber, in addition to surveying 
virtually all of the relevant northern businesses from 


Tuktoyaktuk to Fort Simpson, the vast majority of which 


were contacted personally, I have formulated the recommenda- 


tions pertaining to this high impact area and assumed 
the overall responsibility of reviewing the recommenda- 


tions from the other areas of the study region which 


were surveyed by Messes. Hinchey and Ashton of Yellowknife 


and Hay River respectively. 
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Hinchey, Ashton, MacLeod 
In Chief 


It was obvious from -- 

MR, SCOTT: Mr. MacLeod, if 
I could interrupt you just for a moment. For those 
who don't have transcripts, if you could read just a 
little more slowly that you have been reading, that 
would be helpful I think. | 

A Okay. It was obvious 
from comments received while undertaking our study, 
that the majority of northern businessmen are anxious 
to participate in pipeline related construction and 
service contracts. At the same time, many of the smalle 
operators believe that they are unlikely to reap 
Significant benefits from such development simply becaus 
of the limited scale of their operations in relation 
to their perception of the magnitude of pipeline contracts. 

Northern air carriers, particu 
larly those based in the delta, expressed more pessimistiic 
views although their reasoning was based on factors 
other than their size. Accordingly, we have formulated 
several specific recommendations to alleviate the 
concerns of these two sectors. 

Yellowknife businessmen 
recognize that their current operations were situated 
a great distance from proposed pipeline and gas plant 
construction areas. However, many indicated that if 
a pipeline operation center is located in Yellowknife, 
and if a lateral or spur. line and related distribution 
facilities are constructed to the capital city, local 


businessmen would be in a better position to become 
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Hinchey, Ashton, MacLeod 
In Chief 


directly involved. in pipeline related developments. 






While the majority of respondents 
expressed interest, primarily in work around Yellowknife, 
some acknowledged that they would consider accepting 
contracts in other meioee RanweLueeidh and staging 
areas. 

Despite the perceived potentia 
of pipeline developments in the western Arctic, a 
number of local businessmen expressed concern over 
certain factors which could limit their level of opportunity 
and involvement and as eee benefits from participating 
in such Aes loententen® For example, enthusiasm was 
tempered somewhat - by an uncertainty of the nature and 
extent of paserine and pipeline related developments 
in the Mackenzie Valley region. Some local Pisinevenent| 
noted that they would Ate to exercise caution in 
expanding ehearo tins to neet the perceived demands of 
development simply because over expansion could prove 
costly if construction is delayed or does not reach 
projected leverae 

Indeed, when one considers 
that the proposed hydrocarbon development has now been 
under consideration for several years, the delay referre 
to above has actually occurred, in relation to previous 
expectations. 64) 

At the time that our survey 
was in its initial stages, in the spring of 1975, a 
few firms had already completed the first of a multi- 


phased capacity expansion programme. These and other 
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businesses are now experiencing considerable difficulty 
as a result of the economic contraction which was “fh 
discernible toward the end of 1974 and which has 
greatly intensified in subsequent months. 

Toward the other end of the 


valley, the economic slowdown has probably been more 





severe but less abrupt. We would even go as far as 

to speculate that enough businesses have left Fort 
Simpson in recent months that the population may have 
actually decreased on absolute terms. As might be 
expected, the Yellowknife business community is much 

less subject to economic fluctuations due to the presence 
of the governmental apparatus, the growth of which is 

at worst, modestly positive. 

Throughout the study region 
it was gratifying to hear that most entrepreneurs 
were conscious of the dangers inherent - in increasin 
Capacity to meet the requirements of the construction 
period to a level which could not be sustained beyond 
that phase. 

In describing other deterrents, 
many of the respondents noted a number of problem areas 
which, in general, tend to reflect difficulties 
presently being experienced by northern businessmen. 

It was felt that before local business could seriously 
consider accepting contracts on the proposed Mackenzie 
Valley natural gas pipeline, and related developments, 


“concerted effort should first be made to rectify 





coresent problems. 
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Accordingly, we have considere 
the major difficulties presently being experienced by 
northern businessmen and have made recommendations on 
the manner in which these problems could be solved or 
their adverse consequences reduced, 

These problems are inter-related 
and should be viewed in a context which takes into 
consideration a wide range of relevant factors. 

The underlying philosophy of 
my review was that the inherent specific difficulties 
of operating a business on a permanent basis in the north 
should be alleviated to the greatest possible extent | 


in order to give the resident operator an equal bisertudity 


to acquire contracts whichare to be performed in the | 





north. | 
Consistent with the above, | 
all proposals advocating minimum quotas have been 
rejected since it is conceivable that potential abuse 
by a small unprincipaled minority could outweigh the 
possible advantages. In any event, the implementation 


of our recommendations should render unnecessary 


the imposition of such quotas. 
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My review function involved th 
elimination of some recommendations due to economic un- 
feasibility, impossibility of implementation and 
impertinency, the adoption of others of our terms of 
reference, consolidation of those which were retained 
and the addition of some commentary. 

Several proposals made to us 
related only to government contracts and were dropped~-> 
on this basis, since those concerns were adequately 
covered in the "Report of the Task Force Formed to 
Study Problems Encountered by Northern Businessmen in 
Obtaining Federal Contracts". 

However, we did consider the 
recommendations made in the preceding reports and re- 
tained several which were also raised in the course of 
our suvey and applicable to the proposed hydrocarbon 
industry development. 

The recommendations which 
were finally incorporated in our report may be divided 
into four broad categories. 

1 There are those which are directed toward the 
Honourable Mr. Justice T. R. Berger for consideration 

in the formulation of the guidelines and regulations 
according to which a pipeline would be constructed. 

a We have proposed a few regulatory changes, particu 
larly with respect to Territorial Ordinances. Many of 
these relate to current defficulties and the necessity 
of their implementation is not dependent upon pipeline 
development. However, these problems should be resolved 


before development proceeds. 
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3. There are a few recommendations and comments 
which do not fall within the realm of legislation and 
are addressed to the northern business community. 

Finally, we have retained 
several recommendations of a general nature which are 
not particularly relevant to our terms of reference 
but translate valid concerns of northern entrepreneurs. 
All recommendations have been formulated with the 
intent that their implementation would provide lasting 
benefits to the north. All members of this panel have 
considered and are familiar with all the subjects 
covered in our study. However, for purposes of presenta 
tion, each will limit his inevoaudeely testimony to 
several specific problem areas. 

At this point I would like to 
add a couple of pages to my testimony and I think it 
has been distributed this morning. 

MR. SEARLE: I believe, Mr. 
Commissioner that the addendum has been circulated and 
that everyone should have it. 

MR. SCOTT: Do you we 
copy Mr. Commissioner? 

THE COMMISSIONER: Yes. It 
begins: 

"I am now appearing for the third and presumable 
final time before this Inquiry." 
Well we're working on it. 

MR. SCOTT: Mr. Bayly said 

that he think that's an excerpt from Dr. Usher's 


statement. 
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MR. SEARLE: Would you 
proceed Mr. MacLeod. 


A Yes. TI am now proceeding 


for the third’ and presumable final time before this 


Inquiry and have presented my assessment of several 


areas of potential socio-economic impact, including 
demographic change and in-migration, local manpower 
participation, fiscal matters, infrastructure and 
entrepreneurial Opportunities. Much of the cross- 
examination to which I was subjected at my most recent 
appearance before you dealt wick the plight of the 
northern business community and this will no doubt be 
the pesecnaain today. My familiarity with this particu- 
lar subject and my willingness to discuss it should not 
be interpreted to mean that I believe that the welfare 
of the business sector is the most significant variable 
in the overall issue of hydrocarbon development in the 
north. Rather, this is only one of many considerations 
and should be placed in proper perspective. 

i I have felt compelled to make 
this clarification because of the polarization which 
has evolved’ over the entire question of northern develop 
ment. tn particular, I have been disturbed by certain 
references made with respect to the business sector in 
the course of community hearings. On occasions, the 
Chamber of eomngece has been perceived as lacking a 
social conscience and advocating development whatever 
the cost. Although I cannot deny that irresponsible 
and egoistic elements exist within the business communit 


just as in many other organizations, I am most reluctant 
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to accept generalizations. Nevertheless, my disapproval 
of the views which have formed the basis of generaliza~- 
tions is reflected in my review of the recommendations 
gathered in the course of our study. Thus, for example, 
I have advocated a relatively restrictive definition of 

wnoreneen business and have vigorously opposed the view 
held by a minority of northern entrepreneurs that they 
be entitled to unlimited business due to the sole fact 
that they are residents of the north without regard to 
their page operational Bertormandd: 

Notwithstanding the above, the 
is much justification for a special status for northern 
resident operators as opposed to outside firms in 
northern development. The tocar entrepreneur provides 

| necessary services to the local population on a continuous 
basis, whatever the economic climate thereby subjecting 
himself to. pronounce swings in profitability. Outside 
based operators on the other hand tend to be transient 
and ride only the crests butnot the troughs of economic 
activity. | 

Another point worth stressing 
is that some natives, se peeiadiy in the delta have 
exercised ne entrepreneurial option. As a matter of 
fact, in the course of my survey, I devoted above 
average attention to native commercial undertakings and 
can state with assurance that some of these businesses 

are both substantial and successful. 

In addition to native business- 
men, there are also many non-native entrepreneurs who 


are long time residents of the north and they too will 
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have to bear the consequences of development or the 
absence of it. 
Federal Government pronounce~ 

ments, dating back to 1970 if not earlier, suggested 
the inevitability of pipeline construction and operation. 
Quite naturally, the expectations of existing northern 
businesses were heightened and entailed some expansion of 
capacity. | Southerners also came down to pursue entre-~ 
preneurial endeavors and added further to the expansion 
which was already getting underway . 

| ~The level of economic activity 
in, our study region has been receding for the past two 
years and is no longer sufficient to maintain. the 
expanded capacity of the local private business sector. 


This occurrence is the basis for the current concerns 


0) 


“pressed by the diverse constituents of the business 


community which was the object of this study. 
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L ce Ea ath to my original 

“ text and highlight our observations and conclusions 

3 with respect to manpower, unionization and transporta- 
4 tion. 

3 appa: Competition with 


government for human resources. Many local businesses 
reported a severe shortage of trained, skilled and 
professional personnel. They list as contributing 
factors the low skill levels and sporadic work habits 
of the local labor force, the attractive benefits 
provided by Poveetes which include subsidized 
housing and travel benefits for holidays and illness, 
little of which are presently being taxed. On the 
other hand, a good number of businesses which p#ovide 
subsidies must include the \walue of the subsidy in the 
taxable income of their employees under the direction 
of their an tax advisors or the Department of National 
Revenue. Self-employed businessmen, proprietorships, 
and partnerships, who cannot pay themselves salaries 
are unable to charge as an expense the additional cost 
of living. Many such inequities and inconsistencies 
exist in the subsidization of northerners with the 
result that the typical local business is at a severe 
disadvantage relative to the public sector with respect 
to the recruitment of personnel. 

| Labour shortage in the trades 
and professions is not a problem exclusive to the 
north because demand for skilled personnel is high 
all across Canada. Clearly an incentive of some form 


is required to bring people to the N.W.T. Skilled 
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personnel who would locate in the north are discouraged 

by the lack of adequate accommodation at reasonable cos 

unless substantial subsidies are offered. However, if 

financial compensation is offered in the form of a 

Subsidy over and above the union wage scale, the sub- 

sidy, if taxed, must be increased by as much as 408% 

£0 provide the same take-home pay that a non-taxable 

subsidy would provide. The cost of this subsidy as 

A result of the increased tax burden would be reflected 

in additional costs to the consumer. This scenario 

provides some indication of the dilemma being faced 

by northern business in its attempts to attract employe 

and at the same time offer competitive services and 

remain in operation. 
We therefore recommend: 

(1) that the inequities which presently exist among 

the various approaches to subsidization of employees 

in the N.W.T. should be recognized and Guidelines should 

be established before further development brings in 

new forms of subsidization. 

It is recommended that a 

task force be created by the Department of Indian & 

Northern Affairs to: 

(a) Review all existing benefits provided to employees 
of all government departments, Crown corporations, 
industry and business; 

{(b) To study and receive briefs from all interested 

parties on proposed methods of subsidization; and 

(c) To prepare subsidy guidelines which would be 


equitable for all residents of the N.W.T. and 
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1 . acceptable to the above-mentioned parties and 

“ the Department of National Revenue and Taxation 

3 and enforced by the latter. 

4 (2) It is further recommended that, upon completion 

3 of the above-mentioned study, that the present inequitie 
*| of subsidization of living quarters be replaced by a 

7 substantial non-taxable home-owners' grant to residents 
8 of the Northwest Terrétories. Implementation of 

9 this recommendation would favor longer residency of im- 
10 migrants to the area, and longer life expectancy of 
11 homes (which are currently leased) of established 
12 residents and an increase in residential construction. 
tal | Many provinces presently have some form of home-owners' 
14 grant, even in areas where inequalities of subsidiza- 
15 tion are non-existent. 
16 | 2% Potential competition from the pipeline for human 


resources. 

A number of laborintensive 
businesses noted they expected a severe labor drain, 
particularly in the area of skilled personnel, as a 
result of pipeline and related developments. The root 
cause of this shift can be related to the high wage 
rates and unlimited overtime offered by pipeline con- 
tractors. While most respondents could not suggest 
solutions to this extremely crucial problem area, some 
had reluctantly resigned themselves to increasing 
wages to a competitive level in order to maintain a 
work force. 

At the present time, in the 


absence of any significant development project, the 





I 
| notisignoo soqu ,fed¢ bebnemmooox xSidx0t si 41 ee: 


eects iy’ oon 
Peston \vedondR ,abarind ee 
etd ar C ‘ . 
phe esitisq shattered gman | 
wOLgsxsT bas atneveA tsncltsu ‘Qo dasat8qed ni . ‘ | 
™* tes el edt yd beotolme bas 


isitvupent gneeexq rit tocdt .ybucta Benoltnem-evods eft to 
s yd boonies ed aresrsup paivis 40 noktssibiedue to 
atasbieet ot tasxp 'etenwo-emod aldsxst-aon ie ttastedve 
tO roitatnomeiqnt jddbrote}iew deowl) ion) bad 89 
-mi 10 yonshlest tepaol sovst bivow notds bnemmooet eft 
to yonstoeqes shit tepmol bas . seus oft 03 einszp im 
bedeildstee to (beesel yliaorts ers io tit eeamordt 
,coljortgenoo Isksashleex al benesaal as Bas ataebleet 
‘esenwo-emon to arto? omoa seven yisineasig ssoniverzq yasM 
-esiBiedua to estetisupent szedw asezs nt neva ,tastp 
-Inetelxe-non e168 nol 
tamed tot salleg¢iq sade mor? neisigeqmoo Islenesoa 8 
| . asomwo0Reet 
avinneinizodsl Io xeden” A | 
,1isith stodsfl stevee 6 bsdoscxs vans baton asesenieud 
& 28 ,fonnoe1isg belitde to sers 6a3 al ylixzgivuotsis¢- 
toox sHT .atnamgoleveb beszelex Sas enifegiq to siuasz 
avaw ripin edd of bedbles ed aso Ytide eid} to oetso 
“noo gnileqiq yd betette smistevo betimiiau bas et 
tesppt* jon Bivos ednebmogeex faom eliaw dsapoass 
whet Bers maidorg tstouro ylemexsxe atds oF anoisufoe 
pntasetont of eovioemetid henpleex ylsnsdoulex bert 
6 sistnise 6F 1sbx0 ai level wissen B oF: nope 
i secre aiow 

edt mi .@m@ls Inseere eft a6 ee | 
ots Justibe® Snemgo loved siaoditndle yas te fae 





27236 
ALLWEST REPORTING LTD. 
BURNABY 2, B.C. Ashton, Hinchey, MacLeod 
In Chief 


private sector is at a disadvantage relative to govern- 
ments in recruiting the limited local skilled manpower 
and people from outside the Territories. It is also 
believed that this problem will be aggravated with the 


arrival of another souce of manpower demand although 


| 
| 
| 
| 
| 
i 
| 
| 
northern business hopes to stem the loss of personnel | 
by offering higher wages despite the higher operating | 
cost and difficult readjustment period anticipated once | 
construction has been completed. | 
We feel that the adverse 
effect of the pipeline on the manpower resources of 
the private sector is somewhat exaggerated. 
Firstly, the work that will 
be required during thea construction phase can be 


divided into two categories: that which could be 


handled by northern businesses and the specialized 


pipelaying work which can only be performed by special- 
ized southern firms. The manpower required by the latte 
will be imported, in any case, and will not affect the 
northern operator. 

Secondly and by far the 
largest component of the anticipated earnings associated 
with employment in the first category will be overtime 
pay as opposed to a drastic difference in base rates. 
Therefore, to the extent that employees leave the 
private non-pipeline sector to work on the pipeline, 
fewer employees will remain with their current jobs to 
handle the same, if not more, work. The local operator 


will then find himself in a position to offer abundant 


Overtime, which is also the main attraction of pipeline 
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construction employment. This will certainly entail an 
increase in operating costs but this will be universally 
recognized and therefore easily passed on in contracts. 
In the post-construction period, less overtime will 

be available in all firms and operating costs will 
contract although they are not likely to return to 
pre-development levels. With some imagination, the 
magnitude of this readjustment could be further reduced. 
By Vocational training. 

daite of the respondents 
suggested that modifications of apprenticeship training 
programs are required. For example, due to the seasona 
nature of much employment, apprentices camnot remain 
in a training program on a year-around basis for the 
time necessary to complete the apprenticeship. Most 
programs require a four-year training period. Both 
the apprentice and business are therefore in a rather 
precarious position where neither can guarantee enough 
work to meet the requirements of the apprenticeship 
program. 

2. While many respondents 
welcome Canada Manpower on-the-job training programs, 
it was felt that in some cases Manpower terms of 
reference limited potential candidates from participat- 
ing. Specific references were made to the exclusion 
of individuals with previous training or post-secondary 
education from the program. 

3. Many interviewees, 
particularly in the delta, emphasized the crucial need 


for a training facility in that area, similar to the 
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In Chief : 

AVTC in Smith. Many delta residents are understandably} 
reluctant to go to Smith with the result that much of | 
the financial burden of vocational training is borne 

by the local contractor. 

We therefore recommend: 

Lx That the capacity of the existing vocational train- 
ing facilities (AVTC) must be increased to meet the 
current and anticipated increased requirements for 
skilled northern residents. Furthermore, program 
priorities should be revised in view of providing 

an appropriately trained work force for both pipeline 
construction and northern businesses. 

ay Vocational training facilities should be established 
elsewhere in the study region, particularly in the delta. 
ia More funding should be made available to the Canad 
Manpower Centre for on-the-job training programs as 

a means of increasing the number of trained northern 
residents. In addition, the program's terms of reference 
should be expanded to include retraining and/or upgrad- 
ing of personnel with post secondary education. 

The additional or revised 
programs would exclude all highly specialized pipelayin 
trades which would not be needed in the Northwest 
Territories on an ongoing basis. 

Ideally, this training should 
continue during the construction period and could be 
accomplished by a commitment from the contractors to 


hire apprentices and semi-skilled personnel. 
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Lilt Ay eee ene. Training. Although the quality of 

2 management throughout the study region was quite good, 

3 particularly in the larger centers where the local 

4 entrepreneur is exposed to lively competition, many 

5 businessmen recognized managerial deficiencies and 

6 expressed a definite need for management training programs. 
7|| This awareness positively influenced our evaluation of 

8 the quality of management. 

9 Unionization. Many of the 

10} peculiar characteristics of the north have been well 

pepe | d ocumented and set it apart from the rest of Canada. 

12 I have already cited the housing problem and the associat 
i ed complexities of subsidization. Another anomaly relate 
14 to employment is that, contrary to the trends in the 

15 south, northern businesses tend to have a greater need 

16 for generalists rather: than highly specialized personnel 
17 This phenomenon can be attributed to the generally 

18 smaller scale of operations which in turn reflects a 
19 smaller and scattered population and corresponding economic 
20 base. 
21 | The unionization of ibe 
22 employees in the private non-pipeline sector could 

23 | seriously restrict the employability of people possessing 
24 | a wide range of related general skills but little formal 
25) education, in addition to entailing a substantial 

26] increase in labor costs. 

27 Of the three major points of 

28] impact, the high degree of specialization and categoriza- 
29} tion of labor inherent in unionism is considered by us 


30} to be the most serious. Accordingly, the application by 
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4 unions of their typically strict division of labor 
¥ principles to most northern businesses would be blatantly 
3 inefficient and very inconsistent with the way that thin 
4 are done throughout most of the Northwest Territories. 
5 Throughout the study region, 
the majority of employers indicated that for a variety 
of reasons, they preferred to meet their manpower requir 
ments locally and recruit in the south only when local 
hire is not possible. 

Again we stress that these 
requirements are often for generalists, and versatility 
and a low level of specialization are precisely the 
dominant characteristics of the work force of the 
Northwest Territories. Thus, unionization could impede 
the goal of priority hiring of resident northerners. 

The second consequence, mainly 
the general increase in wages, is probably the least 
serious problems. Many firms interviewed, particularly 
in the trades, already pay union wages if not more. 

As we have stated in our report, substantial overtime 
payments will be the main pecuniary attraction of pipe- 
line work and we feel that many resident businesses will 
be able to compete well on this level. 

Finally, only at great expense 
will northern firms be able to meet union requirements 
with respect to other working conditions such as camp 
accommodation. What we have already stated with regard 
to the inequalities of subsidization also applies here. 


It is likely that the unions will strive to apply the 





same standards in the north as they presently do in the 
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south. Unfortunately, such standards are not easily 
attainable here as elsewhere and, By CUMmornt miteti a, 
many northern employers own living conditions might 


not even obtain approval. Even at the present time, 


eer 


fresh meat and produce are seasonally difficult to obtain 





in many settlements, so how can the local contractor be 


| 


These are only several considera- 


expected to. do ibetter? 


tions which contributed to the negative attitude of most 
northern businessmen on the union issue. This problem 
has prompted much discussion and produced numerous sugges- 
tions. Several respondents emphatically argued that the 
entire pipeline job bes"open shop" but we are of the 
opinion that this suggestion is unrealistic. 

An alternative would be to 
designate the primey contracts as union and request that | 
the successful pipeline applicant and producer companies | 
retain some of the subcontracts which they could tender 
themselves directly to non-union northern firms. We 
believe that this approach could be Operational provided 
t hat these subcontracts be removed both geographically 
and in terms of time scheduling from unionized jobs. 

This proposal could be reinforced through appropriate 
amendments to the Labor Standards Ordinance as to provide 
for an increase in these standards. It might then be 
possible to obtain the advantages of unionization 
without the unnecessary inherent constraints. 

Briefly then, we believe the 
central issues to be economics and northern realism. The 


welfare of the northern worker is not likely to be any 
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better as the result of unionization than if the preced- 
ing proposal be adopted. Indéed, the contrary could 
occur, depending upon the hiring procedures- which will 
be utimately adopted. 

Transporation in the central 
Mackenzie and delta. The only ‘all weather. roads in this 
region lie within the communities. Due to the absence 
of road links with the south, resupply by barge takes 
place once a year, entails abnormally high inventory 
and warehousing costs. Air frieght is also extensively 
used despite its high cost. 

i Development of an all weather 
road system within the delta and a road link to the 
south would entail a sharp reduction in operating costs and 
prices in the area. For this and other reasons, it is 
my understanding that the N.W.T. Chamber of Commerce 
believes that the key to economic development in the 
north lies in greatly expanded transportation: facilities, 
particularly with respect to the highway system. 

Although I do not deny the possibility of this POsLEIONs 
I think that it would be most unwise to SogPeSS ery 
pursue highway construction either before or during the 
undertaking of a project as substantial as proposed -- 

as that Proodsae by the hydrocarbon industry. After all, 
it must be recognized that the envisaged economic benefit 
cannot be obtained without some social cost, the latter 
consisting of the aggravation of chronic transient 
problems such as we have in Inuvik and the risk that this 
problem might spread to the surrounding settlements. It 


is in this spirit we recommend that: 
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1| Bes That the Dempster highway be extended toward the 
F delta on the understanding that a portion remain in- 

3 | complete until Corni nation Of pipeline and gas plant 

4 construction. This unfinished section would be open 

5 in the winter on a restricted basis to allow for the 

6 | construction of pipeline and gas plant construction 

4 materials. Ideally, this short incomplete portion would 
9 | be generously endowed with creeks, ponds, swamps and 

9 | similar obstacles to transit as to render summer use of 
19 | the highway impossible and thereby close this avenue to 
11| transients coming into the area on a speculation of ob- 
12 t aining work or pursuing any ‘other endeavors. The 
13 intent of this compromise proposal is to minimize the 
14 | creation of the type of transient problem which has 
15 occurred in Alaska. 
16 PS That an all weather road be built without undue 

17 delay between Inuvik and Tuktoyaktuk. 

18 y With respect to the Yellowknife 
19 area and the upper Mackenzie, in our report, we have 
36 a couple of recommendations with respect to improvements 
21 of the existing road network. The implementation of 
22 these recommendations could provide lasting economic 
23 benefits to the region at virtually no social cost. Thes 
24 improvements would be financially expensive but could be 
25 justified if needed for pipeline construction activity. 
36 We therefore recommend: 
27 i That a bridge be constructed across the Mackenzie 
28 River on the Mackenzie highway, and, 

29 i. That the N.W.T. portion of the Mackenzie highway 


30 be considerable upgraded with serious consideration given 
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WITNESS ASHTON: I believe 
the main thrust of our presentation to be the maximum 
participation of the northern businessmen 
in development in the Northwest Territories, 

To realize this goal, resources 
must be made readily available to enable a businesspersadn 
to compete on an equal basis with others. 

Mr. MacLeod has mentioned 
manpower, that is one resource, I believe that financin 
is another resource which must also be made readily 
available to the northern businssman, 

Obviously the charter banks 
are the most important source of financing for northern 
business people’ and I feel generally that: the banks 
in the north serve the business communities well. It 
varies from community to community, but generally speaking, 
the banks are attempting to help and finance the northern 
businessman. 

A major criteridén Of operatin 
a successful business is a good working relationship 
with the bank. Any problems that the northern 
businessman seems to have with the banks is in 
establishing this good working relationship and I feel 
that there are three reasons why this good working 
relationship is difficult to establish. There's a 
frequent change of managers. There's a certain unfami-: 
liarity of northern development by the regional offices 
and there's some inexperience of some of the bank 


managers in the areas of commercial finance. 
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The managers in the north 
are here from anywhere from eight months to years. 
THE COMMISSIONER: Eight 


months to what? 


A To a number of years. 
oQ Oh. 

A I haven't -e 

Q There's no set term of 


service laid ‘down by the bank. 

_A It varies from community 
to community. I feel that -- some of the banks are 
two years, some of them are three. I believe in 
Yellowknife some of them are even longer. I've been 
in Hay River for five years and both banks, I've seen 
four managers in both banks. So, it doesn't really 
extend a very long time. 
§ . , Now, the problems that this 
gives rise to are quite evident really. A person who 
is dealing wwSth’ a bank has to establish good contact. 
The bank eae oq enon tthe history of his busines 
the problems of his business and be available to help 
him, quite often in the spur of a moment and if he 
does not oy this history and these pacbiene ae cannot 
do that. Paen | | 

“with the frequent change of 
managers, it's a never eee battle for the businessme 
to re-establish this communication:with his banker. 

The regional oppiads which 


approve many of the larger loans, and in a lot of cases 
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anything above three or five thousand dollars are some- 
times quite anranaiiar with development in the north. 
I have a specific example, in Hay River, one of my 
clients was applying for a loan to buy a crew boat and 
his business was located on Vale Island, for those of 
you who don't know Hay River, Vale Island is connected 
by road and rail across about 50 yards of water from 
the mainland. The regional office thought that he 
was buying this crew boat to transport his employees 
from the eat ete to the Island so that they could 
work. It was quite evident that they weren't aware 
of what the situation was. 
Thirdly, many of the bank 
managers, which come to areas in the north, and I'm 
not generalizing here, I'm just saying some, have 
a relatively small experience with commercial finance. 
A lot of them come from Alberta, where they have been 
in a small branch in a basically consumer -agricultura 
type situation. They come to the north where there 
is a fair amount of business finance, commercial 
finance within the community and they have to learn 
this, which, I guess everyone does at some point. 
However, I feel that if the 
banks were encouraged to provide managers for a longer 
period of time, all three of these problems would 
be substantially rectified, 
| I feel then, that on behalf 
of the Northwest Territories Chamber of Commerce, 


that's our recommendation, that the banks be ergouraged 
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cf 

é to provide managers in their northern brances for a 

3 longer period of time, three years at a minimum, I woul 

4 “say, five years preferrably. This way the businessman 

can communicate with his banker, They will be more 

¢ familiar with his history and his problems and many of 

7 the problems related to obtaining financing which do 

arise. would not arise if this situation existed, 

? There's one other area that's 
10 not in my notes, relating to banks, what they are doing 
43 now and I believe. Mr. Hinchey will be touching on this 
12 area later, and it's in relation to bonding, the banks 
13 are now providing a service which is very lucrative to 
a4 them, that's providing cash bonding for contractors, 
ie ep that they can carry on contracts. 
4G Mr. Hinchey will be getting 
+9 into the bond problem and I feel that if the banks were 
+8 encouraged to do more of this, although it is expensive 
19 to the businessman, it's an alleviation to the problem 
20 of obtaining bonding in the Northwest Territories 
a3 at the present time. | 
a Credit unions are fairly 
43 new in the Northwest Territories and I don't have many 
ah comments on them. They are expanding their own facilities 
2 to business and I feel, providing a required competive 
a8 source of financing. 

41 One other area is the Bank 
28 Act will be amended, I believe in about nine or ten 
29 


days. This is done only once every ten years. I don't 
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know what effect this is going to have on the presert 
situation. Hopefully it will lessen the conservatism 
of the Canadian banking system somewhat. 

_ Another major source of 
financing for northern businessman are the government 
loan funds. There's the Federal Business Development 


Bank, which is a a federal government loan fund, and 






the three loan funds of the Territorial government, 
the Small Business Loan Fund, the Indian Fconomic Develob- 
ment Loan Fund, and the Eskimo Loan Fund. We have a 
few recommendations relating to these areas. With 
relation to the Federal Business Development Bank, we 
feel that there should be a permanent office established) 
in Yellowknife tS streamline the application and approva 
of financing within the Northwest Territories. Again, 
I feel that the FBDB is providing a good service 
presently. Their: loan officers are coming to the north 
quite frequently and they visit most of the communities. 
However, the same problem 
here arises as with the chartered banks, the loans officers 
change from one trip to the next. There appears to be 
little communication between loans officers. One loans 
officer is not Ee of the situation on a file, so he 
can't be asked any questions and therefore there's no 
continuity and we feel that the establishment of a 
permanent Yellowknife office would reduce this and 
certainly increase the opportunity for the northern 
businessman to obtain financing from the FBDB. 


with relation to the Territorial 
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1 

2 Government Loan Funds, we hope that the government 

3 of the Northwest Territories Loan Funds will be expande 
4 to provide additional inventory financing. I believe 
3 that this has been changed to a certain degree, they 

6 are looking at inventory financing, whereas previous 

7 to just recently — : they completely ignored 
8 inventory financing. They could not provide inventory 
3 financing within their terms of reference. 

10 

lied 

r2 
13 
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AS you are probably aware, 
te businessman in the Northwest Territories has to 
carry a larger inventory than a lot of southern 
retailers, and sometimes obtaining this financing is 
quite difficult, because neither the banks nor the 
Government of the Northwest Territories prefer to 
look at it. 

We also would recommend that 
the increase in the small business loan fund and the 
Eskimo loan fund to $100,000 from the present $50,000. 
{ believe also this is being looked at by the Territoria 
Government. $50,000 financing for a capital project 
1s getting to be a fairly small amount. We feel that 
this loan limit should be raised. 

We also feel that the rate 
of interest on financing from the three Governments of 
the Northwest Territories loan funds should be equalized. 

Mortgage funding appears to 
be in adequate supply at the present time. It was not 
the case when this report was being prepared, which 
as you know was done over the last year and a half. 

We feel, however, that there should be provision made 
to ensure the availability of mortgage financing during 
a period of growth, and also a structuring of maximum 
mortgage amounts within the Northwest Territories to 
Suit the isolated communities. It's far more expensive 
to build a house in INuvik than it is in Hay River, 

and accordingly the maximum mortgage amount available 
should be structured to solve this problem. 


Finance companies, acceptance 
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In Chief 


companies, are very willing to lend money to business- 
men for equipment financing. I expect that they will 
continue to ape equipment financing in the future 
and I really have no comments regarding finance 
companies.- 

Above all, I feel that in 
relation to financing, the businessman must be given 
adequate lead time on any development project so that 
he can analyze and obtain the required financing. 

I believe that the recommendations mentioned will 
assist northerners to participate in any development 
moluains a possible Oipeiae seasioercee 

| Under "Miscellaneous Considera 

tions", I am restricting my comments to Crown corpora- 
tions briefly. Crown corporations are necessary. Ifeel 
that they were established to provide a service to the 

consumer that could not be provided by anyone else 
at a reasonable cost. However, I feel that Crown 
corporations not only recently but over the years have 
expanded to the point where they are providing service 
which they should not be providing. This service should 
be provided by private enterprise. 

The Canadian Chamber of 
Commerce in a policy statement says that: 

"The Federal Government should discourage 
éxpansion of Crown corporations into service 
areas where competitive enterprise is able 

and willing to provide the service to adequate 
standard and at an acceptable cost." 


I believe this restriction 
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2. is necessary in order to promote industrial and 


RO 





commercial progress in Canada. A couple of examples 
are N.T.C.L. in their trucking. They are competing 
quite strenuously in the delta particularly with the 
trucking firms there. Mr. MacLeod can probably go 
into ee detail, he's familiar with that area. 
But I am aware of, from what he's told me, that they 
are competing on local hauls with private enterprise 
andI don't feel that this is proper utilization of 
a Crown corporation. 

ViCekPi Ciree 

THE COMMISSIONER: How do they 


account for it? DO they have a separate balance 


sheet for their Trucking Division? Do you know, 


Mr. MacLeod? 


WITNESS MACLEOD: NOt as far 
as I know. 

THE COMMISSIONER: So a 
comparison of the true cost of the service they are 
providing is perhaps difficult to arrive at. That's 
the point I'm getting at. 

| AL, I think 
they're probably running their trucking operations 
at a loss, as long as they get some contribution to 
Ove rhead. 

fe) As long as they what? 

A As long as they get 
some contribution to overhead. 


Q Yes. 
WITNESS ASHTON: N.C.P.C. is 
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another prime example of a Crown corporation which is 
restricting the expansion of private enterprise. 
Recently in Fort McMurray they had a rate reduction in 
power. It seems -ludicrous for us in the north, but the 
reason they had this reduction in power was because 
Alberta Power was able to tie into their grid system 
in Alberta;in Hay River Alberta Power has been attempt- 
ing to do this for three years and cannot because of 
N.C.P.C.'s policy of restricting transmission and 
distribution of power within the Northwest Territories. 
‘ I feel that this is totally 

unacceptable, it's a restriction that's not necessary. 
It's a Crown corporation infringng upon private 
enterprise to a point where it's stifling private 
enterprise. I sound like a capitalist, I guess. 

John dealt pretty thoroughly 
with trades people. 

THE COMMISSIONER: You were 
starting wtth banks being very conservative a few 


minutes ago, so you're entitled to move around a bit. 


A I have no further 
comments. The other area under "Miscellaneous 
Considerations", was relating to trades people and 


I think John covered that pretty thoroughly. 
MR. SEARLE: Thank you, Mr. 
Ashton. Mr. Hinchey? 
‘WITNESS HINCHEY: Mr. 
Commissioner, I'll start with tendering andadministrati 
of contracts, problems and recommendations. 


Tendering notices. Concern was 
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expressed by a number of respondents that some contracts 
are advertised in a manner which gives advantage to 
southern bidders. In this context, the northern business 
man often finds when he becomes aware of the certain 
contract, there is little time to prepare and submit 
a bid. Moreover, any contract in the north requires 
additional lead time due to the inavailability £0 
obtain the supplies and equipment. 

Recommendations: 
is That a system is required to ensure that all 
northern businesses are made aware of contracts to 
be let at the local level, in particular inthe regional 
Or Territorial level in general. The ideal vehicle 
to achieve this objective would be a bid depository, 
the creation of which we strongly recommend. 
a It is further recommended that tenders should be 
advertised in the north prior to Southern Canada, that 
northern bidders be given a longer period of time in 
which to prepare and submit their contract proposal, 
and that tenders be closed in the north at the bid 
despository. , 
a Based on our compilation of businesses and their 
capabilities, a list of firms eligible for specific 
contracts should be drawn up and an invitation to 
tender be addressed to firms who are capable d tender- 
ing on contracts in their field of competence. 
4, Immediate notification of contract awards should 
be endeavored. 

2. Bonding. An important 


issue related to the above concerns bonding. Some 
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businessmen argue that even if they are capable of 
completing large contracts, bonding would be difficult 
to obtain. Performance and material bonding is required 
for most government contracts. Although many businesse 
have never applied, either because of their limited 
Size or other reasons, those contra ctors who have 
applied have found it extremely difficult and only 


few have been suc cessful. 
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The contracting, companies in | 
the Northwest Territories are relatively new Seunarse ee 
They are Sateen hee expanding by reinvesting profits 
to increase and upgrade their operational assets, causing 
a severe drain on working capital. Inadequate working 
capital, by surety company standards is a major reason 
why bonding applications are rejected. Thus, small 
and medium sized expanding corporations are penalized 
becayuse.they .choose.to.xeinvest corporate profits. 

There's a comment in an inter- 
view with an executive brokerage firm and one of the directors 
of the Canadian Insurance Group advised that they look 


LOnas i 0s «working. capital. ratio north ofethe 60th 


| 
Parallel swhich.psgan.impossibility., welf we are in that 
kind of position, the dollars would be available to the 
Lndividual contractor . | 
This is also an increasing | 
concern in Alaska as the underwriters' requirements 
north of the 60th parallel are far in excess of those 
in “the. south. 
It is worthwhile to point out 
EEE, that this difficulty is experienced throughout 
the country by new businesses without a proven track 
record. Initial bonding is always the most difficult to 
Obtain. The problem is probably more serious here since, 
to our knowledge, there are only two surety companies 
who have any interest in writing bonds in the Northwest 
Territories. We understand that this same situation 
exists in Alaska and there has been several meetings of 


| 
recent trying to establish better bonding facilities | 
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| 
In Chief | 
1 within that state. 
3 es It can be concluded from the | 
3 above that many Ben bactore are excluded from bidding : 
4 some contracts simply because of the large dollar value | 
5 and stringent bonding requirements. | 
6 vari We received several Rese 5 

~ from fnteruiewecs on this matter but many, if implemented, 


9 would have had the effect of nullifying the original 

9 intent of the bonding concept. 

10 | We note, however, that some 
11 provincial governments offer assistance to contractors 


12 by way of bid depositories or by direct bonding via 


13 provincial government insurance corporations. There is 
14 no assistance of this nature in the N.W.T. 

1S | ! eh | Finally, some municipalities 
16 when tendering contracts, purchase the materials for 

7 use by the contractor. The contract then becomes a 

18 service contract and the contractor's working capital 

19 is not tied up in the materials. 

20 || | Recommendations. The inabilit 


21 to obtain bonding should not unduly restrict the 


\ 


22 participation of northern business in pipeline development. 
23 Accordingly, we propose flexible solutions of both a 

24 medium and long term nature. 

25 Le. Over the long term, we encourage more surety 

4 companies to undertake performance bonding in the 

27 Territories. 


29 this area fail to materialize, we recommend for consider 


28 2 Alternatively, should increased competition in 
30 tion the establishment of a territorial corporation -- 
j 


—_ 


|  .adttemettepes bene: ne 
ee ierevea baviexes EW em as 

| 

' 

| 


. 
pe entisqia at esoibend mrorston to Hoisaqtotsisq — 
| 










Ay et ow 
Aus We ” 


: 7 ; ( ree 7 7 . an aa? mat fi : 
| : Ay het . ; a a i ii 
ap A Vite oe nn re 


7 a 7 r earn nee ; intl 
ere sau - 


a oe 7 


ia sad 


ants 


pal bid mort gent oe ors & 
sutav usifoh- episi eft 26 poy a 








. ja yeep ‘i 
inametqut tL .ynsm Jud zretssm aid? mo eeows Lvsednt moxt hy 
feniotio ad4 Sniytifiva Yo 4952%6' edd bat svad Bivow | 
.tqaores palbiod: mh i 
amoe Janis ,tevawod ,970n ow : 
2totosz3ne> od esonstelees tetto dtnotetiovee’ pepe 
eiw pnibitod toexth yt to exttodieogeb bid 36 yew yd 
ai sxe .ea0kssroqreD eons avant snammrtovoy’ Iatonivors 
‘T.W.W ed ai atuten eidd to sonsdatnes on 
veltileqisinium enoa es teme® ne? i 
tot efelzetem eft sasdowg ,asosrsao5 piitsbae? naw 
& weamcoad [813 44079009 efiT ,10t0sn12NOD eAd yd Sav 
isviqko patdiow 2! 102062900 odd Bas Joettnoo soiviss 
.alebrotam oft ni qu bets ton ef | 


$iiitdani off .eaolsisbosmmooed Oe ho i 
‘ets jolusest ylobae gon bluoda pathaod nissdo 93 | 


dged to anolksulor oidieei? seoqorg aw  ¥ipmibi0054 
|, outer orved parol bas ibs | 

ysetvea stom epeiwoene ‘aw <ortet pnol sn9 19vO st ‘ F 
namaectiey sXsdzebAl oF Bokmsqmed 

in i 7 Si  .eeitootxzeT i ts 
. irt Hebe eegac’ biesaabe ‘atone yelowsemxebiR! it ‘BS 
-kreBlaton 40% birenimobat aw: iss 2 ‘ot Eis? sexs 6if3 Gr 


-- noidsteqion tates siege a te daontetidaved od} ‘nike 





gay mt en. bod 





. 
t 


27258 


Ait We T REFOR TING t an | 


20 


il ce Hinchey, Ashton, MacLeod 

In Chief 
insurance corporation for the sole purpose of providing 
bid and performance bonding for companies operating 
in the Northwest Territories. 
as We recommend as a second alternative encouraging 
banks to offer letters of guarantee in support of bonding 
applications, which as Mr. Ashton has pointed out is 
being done in some instances. 

Should these recommendations 
not be adequately implemented prior to the commencement 
of pipeline and gas plant construction, we put forward 
t he following recommendations. 

i a some contracts can be tendered on a "piece-meal" 
basis, thus enabling small businesses to participate 
because they can obtain bonding within certain limits. 
This in no way restricts the larger corporations from 
tendering the total contract. 

rp In cases where bonding is unobtainable, this require- 
ment will be waived by the successful pipeline applicant 
and producers in return for the right to oversee the 
operations of the local subcontractor in order to ensure 
satisfactory operational performance. Inadequate 
performance would justify resiliation of the contract by 
the pipeline applicant or producer involved and thereby 
stem impending loss. 

eid ‘Datrerential. 

THE COMMISSIONER: Excuse me. 

I think I know what all of that means, but resiliation 
of the contract? 


A Well the concept would be 


30} that if they are overseeing it and the contractor is not 
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in-Chief 


performing under the terms that they could terminate the 
arrangements with that contractor and reappoint somebody 
else) £o.carcr yon. 

It is currently the practice o 
certain municipalities to extend to northern contractors 
a bid differential relative to outside competitors in 
order to compensate the former for the higher operating 
costs in northern Canada. The southern operator who 
takes on a contract in the north assumes these higher 
costs, but only for the duration of the contract on 
completion of which he promptly returns. south. Many of 
these southern firms have little or no local overhead 
even during their brief stay in the north. 

For practical reasons, we acce 
the bid differential concept although it is difficult 
to quantify to our satisfaction. The availability of 
Supplies and services at the local level on a permanent 


basis is of considerable benefit to the community, par- 


ticularly in terms of camvenience. However, the continuo 


provision of such benefits definitely entails higher 
Operating costs (for example, power, accommodation) whic 
are ee by the seasonal nature of economic 
activity. These costs, which are a function of the degr 
of isolation would be compensated for by a bid differen- 
tial which in the case of materials would be determined 
over and above the specific transportation charges 
applicable to specific supplies. 

Our recommendation is that 
we propose that a scaled tender differential allowance 


be accorded to northern contractors. This differential 


| 
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are sufficient in relation to the amount of work to be 


In Chief 

l would be minimal in the Hay River area, Slightly higher 
2 in Yellowknife and greater still in centers without 

3 road links to the south with the highest differential 

4 | perhaps 15% being accorded to isolated settlements. 

‘3 Due to the Gifficulty in 

6 | determining an adequate permissible differential, we 

e. offer the alternative of using all northern bid lists in 
8 cases where the number of local firms and their capacity 


10 performed under the specific contracts where this approac 
" might be adopted. A modified form of this procedure is 
12 being used in Alaska. It is of particular interest where} 
13 small contracts are involved. 

14 Materials Supply contracts. 

15 The recommendations that all tenders for materials and 
16} supplies should be called F.o.B. place of use rather 

Ley than origin of supply. This would provide incentive to 


18 develop a substantial inventory at the local level and th 
19 resulting increase in turnover should entail a reduction 
20 in prices and thereby increase the patronage of northern 
22 businesses who are presently dealing with southern 

22 suppliers. Hopefully, the ensuing Se pattern would 
23 persist once pipeline construction had been completed and 
24 would still allow price levels to remain lower than at 

25 present without adversely affecting the profitability of 
26 the local supplier. 

27 Two. It is further recommended 
28] that the successful applicant and his agents establish a 
29 purchasing office in the Mackenzie Valley to deal with 


30" resident businesses. This office would prepare and 
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In Chief 
distribute to the Bid Depository and its sub-offices 
and other designated locations ici Ses of items required 
and guidelines for the types and value of contracts that 
can be purchased: 

- directly without bidding 

through local or regional bidding 
- with bidding throughout the Mackenzie Valley, and, 
= with completely open bidding 

The frequency of application 
of these four approaches would be mainly a direct functio 
of the amounts involved and the number of eligible 
resident bidders. Furthermore, the spirit of this 
proposal could also apply to service contracts as well. 

We ce Coe ded to making any 
Stipulation that any minimum of supplies by obtained 
locally. It is conceivable that an individual local 
supplier will not adjust his prices downward subsequent 
to an increase in turnover. Any prime contractor forced 
to deal with such an individual would merely increase his 
own capital and operating costs, perhaps substantially to 
the sole benefit of the local supplier without creating 
the potential long term benefit which we have described 
above. 

The pipeline and producer 
companies and their agents would be expected to obtain 
materials and services locally, subject to the 
following recommendations: 
= should the lowest price quoted by eligible northern 


Suppliers exceed the bid differential allowable in their 





respective regions, the pipeline, producer companies and 
their agents should be permitted to call for open tender. 
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As to minimize price infla- 
tion at the local level, we recommend that prime 
contractors consult with local suppliers in view of 
exceeding the latter's ability to supply. The onus 
of application of this recommendation lies, we think, 
on the local supplier. The local Chamber of Commerce 
could conceivably serve some regulatory function. 

Air charter contracts. Unlike 
most northern businessmen who demonstrated enthusiasm 


for pipeline development, air charter operators 





expressed reserve and considerable pessimism in light 
of their poor experience with both Federal and Terri- 
torial Governments. Some of these problems have alread 
been outlined in the 


"Report of the Task Force Formed to Study 





Problems Encountered by Northern Businessmen 





in Obtaining Federal Contracts." 


18 We conclude that if northern air charter operators do 
19 not receive equitable treatment from the pipeline and 
20 producer companies, pipeline development is likely to 
21 accelerate the deterioration of the position of the 
ae northern operator relative to outside based 

23 competitors. 

<4 Recommendation: In addition 
sy" to applying all of the relevant above recommendations 
26 | to this sector, tender requirements for air charter 
ap contracts should specify job requirements and permit 
28 | use of equivalent aircraft. 

>| Additional recommendations 
30 | 


dealing with this industry are covered in the 
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AC LWEST «Ff PORTING LTD. 


contracts, and other businesses in the Mackenzie 


SHEN ARE oP iis Ashton, Hnchey, MacLeod 
in Chief 
1 regulatory considerations section of this report. 
2 | Size of contracts. Respond- 
3 ents also expressed concern over the relationship 
4 between the size of contracts being let and the 
3 capabilities of their businesses to meet the require- 
6 ments of these contracts, The made common complaint in 
7 the area was simply that some contracts were too large 
8 forone northern contractor to handle. That is, many 
9 local firms currently do’ not possess the expertise, 
10 personnel and equipment required, example, contracts 
LL for 40 single family dwellings, instead of eight con- 
Le tracts for five single family dwellings. 
13 Recommendation: That where 
14 possible contracts shauld be structured to accommodate 
15 small dina tncariin sized northern based businesses. 
16 General recommendations: In 
17 order to create an atmosphere condusive to participatio 
18 of northern businesses, a Mackenzie Valley District 
19 Business Association must be established to assist in 
20 resolving problems currently being experienced by 
ad northern firms, and to serve the needs of this sector 
22 throughout the pipeline construction period. Speci- 
23 fically the Association would be responsible for the 
24 following tasks: 
25 J Acting as an intermediary between the northern 
“h business community, the pipeline company, their 
=f contractors and unions; 
28 é Registering all northern businesses interested 
a? in participating in pipeline and pipeline-related 
30 
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Ashton, Hinchey, MacLeod 


In Chief 

1 District, i.e. manpower, equipment, fields of 

8, experience; ee 

3 3 Maintaining an inventory of personnel, equipment 

4 and supplies available in the Mackenzie District; 

5 4. Providing training services for its participants, 

6 particularly in the area of busines management and 

7| related subjectyiareas; 

8 5% Maintaining or associating itself with a bid 

9 depository operating in the Northwest Territories; and 
10 6. Conduct studies on particular problems related 
ll to the responsibilities, bid depositories and 
12 alternative bonding systems. 
VB. Bie This Association would be 
14 funded by grants from the Federal and Territorial 
15 Gauchenments tandithe successful applicant. Individual 
16 bopdneeses would pay a users fee for services rendered 
17 by the Association. 
18 The regulatory considerations 
19 and recommendations. The purpose of this section 
20 is to provide some comment on the impact of regulation 
2a by Federal, Territorial and Municipal Governments as 
22 related to problems ena aaa within the northern 
23 business community. As many of the problems and re- 
24 Anrieeeki ons concern specific and diversified topic 
25 areas, the presentation format has been altered slightl 
26 to provide recommendations immediately following the 
27 discussion of problems. It should be noted that while 
28 the list is fairly extensive, it primarily reflects the 
20 responsecof business people during the survey 


30} period, March to October '75. Depending upon the time 
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and circumstances, other problem areas could be 
anticipated and some mentioned here could be alleviated. 

Federal teguiatrone! A 
great deal of criticism was received from the local 
air charter firms with reference to enforcement of 
Ministry of Transport regulations. The following 
problem areas were outlined: 

Some respondents noted that 
non-commercial carriers are carrying out extensive 
commercial type operations in the area. The Ministry 
of Transport regulations which prohibit non-commercial 
carriers from carrying out a commercial operation are 
not being enforced. It was estimated that about 10% 
of the aviation business in the Yellowknife area is 
carried out by unlicenced commercial carriers and the 
corresponding percentage in the delta is believe to be 
in the order of 50%. In some cases, the licenced 
operator has been forced to disregard or bend the rules 
to remain competitive. Many hydro-carbon related 
firms charter aircraft for their own needs and bypass 
the mainline carrier. Although the practice is legitimat 
it should be discouraged, so as to increase load factors 
on scheduled mainline flights and expand use of local 
air charter operators. 

A second complaint concerned 
the notion that the requirements for air worthiness 
certificates are not being stringent enough and existing 
regulations are not being adequately enforced. 

Minimum pilot qualifications 


do not reflect the expertise required to fly in 


a aa 
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In Chief 

1 Northern Canada. 

2 Recommendations: To alleviate 

3 some of the problems noted above, it was suggested 

4 that a Ministry of Transport inspector be permanently 

5 located in Yellowknife. The inspector would be in 

5| charge of inspecting aircraft, enforcing all existing 
ey regulations and recommending fines, sufficient to act 

3 | as a deterrent to those violating established 

9 regulations. 

10 In relation to the above, a 
ll number of the respondents recommended that an orien- 
12 tation program for pilots and crews on navigation 
13 and te oe a northern environment be established 
tcl and implemented as a mandatory operating requirement 
16h moxrth of the 60th, Parallel. 
6 Price and income controls. 
+9 The Federal Government's decision to impose price and 
18 income controls was not discussed with local business 
19 people as a survey portion of the study had already 
20 been completed. However, establishing such controls 
oh does create a number of potential problem areas 
54 which should be given some consideration, especially 

gai | 

23 if pipeline developments proceed along the Mackenzie 
24 Valley. re 
25 As noted above, a labor drain 
26 is anticipated during pipeline construction periods by 
pag | IMany northern iehoneinbengaive businesses. Some have 
28 acknowledged that they would be willing to increase 
29 salaries during these periods to remain competitive. 
30 | However, with the implementation of long-term federal 
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Pen vente f 

E! price and wage controls, Weal firms could be prevented 
2 by law from increasing salaries beyond a specified 

3 level. | 

q | ' Wage control limits will 

>| - have to be raised in the Nowthwest Territories in order 
6 to provide the northern entrepreneur with an opportunity 
7 to remain competitive during pipeline and gas plant 

8 construction beeisal As Gar kotea earlier, it is unlikely 
9 that a major increase in hourly based rates will be 

10 necessary on the condition that comparable overtime be 
iy available in both the pipeline and non-pipeline 
12 sectors, : 
13 |. | i Territorial Regulations. Motor 
14] - vehicle operatiéna authorities. Much consideration has 


been given recently to greater utilization of rail and 
truck transportation of pipeline construction materials 
in the upper Mackenzie, as to reduce the potential strai 
on the barging system. At the other end of the river 
use of the Dempster Highway from the Southern Yukon to 
the delta is also being seriously envisaged. 

“the adoption of trucking as 
a prime mode of transportation would represent a very 
Substantial entrepreneurial opportunity for northerners. 
However, we have noted that southern based trucking 
firms are readily granted authority to operate on the 
Northwest Territories highways without reciprocal 
authorities being’ granted to northern-based companies 
in other provincial jurisdictions. 

Our recommendations: 


ves That the Government of the Northwest Territories 
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In Chief 


negotiate 
should immediately / agreements with Alberta and 


British Columbia to facilitate the granting of authori- 
ties to N.W.T. based trucking firms for Operations of 
Alberta and British Columbia highways. | 
2. That the regulations of the Highway Transport 
Board and the mechanism of enforcement be reviewed and 
modified as febeseaty in eyake to effectively translate 
the intent of the public service vehicles ordinance 
and thereby restore order to the trucking industry. 

Labor standards. Pipeline 
construction and related developments will bring 
thousands of workers to the Northwest Territories. 
Pipeline applicants have served notice that they 
intend to negotiate work contracts with construction 
companies which would include 12-hour working days, 
seven days a week. The rationale for this approach 
is that the overtime payments will act as an incentive 
for skilled personnelto come north. However, existing 
northern labor ordinances do not permit such extensive 
working hours, therefore northern business could be 
prevented by law from offering overtime as an incentive 
to local employment for other than pipeline-related 
Construction, Loe 

Recommendation, that the 
labor standards ordinance should be revised to make 
provision for extended working hours for all businesses 
during the pipeline construction period. 

Mechanics' Liens. Several 
businesses in the delta reported very unfortunate acco 


collection experiences with southern-based contractors 
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In: Chief 
who have operated intermittently in the area. An 
extension of the 30-day lien period would provide the 
local firms with greater protection. 

The recommendation, that 
the Mechanics" Lien Ordinance would be completely 
reviewed and updated to provide realistic controls and 
time constraints to adequately meet the purposes for 
which it was intended. Example, the extension of the 
time period to 90 days for registration of a lien. 

Document registry. A number 
of firm surveyed, reported that the Government of the 
Northwest Territories Central Registry was antiquated 
and unusable. Liens and.chattel mortgages in particular 
were reported to be difficult, if not impossible, to 
search. This limitation makes it extremely difficult 
to assess existing chattel mortgages and oftentimes 
interested parties are eocaA to make a purchase 
without : complete reassurance of receiving clear titl 


to the chattel. 
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Recommend that Chattel 
mortgages for equipment bearing serial numbers should 
be recorded separately from other household goods by 
serial number and name of owner, thus permitting a 
cross-reference search. 

. It is further recommended 
that a system be implemented to simplify the search 
procedure and reduce the time required to have a search 
completed. oe yaw tate 


“es 


“Worker's Compensation. The 
assessment rate in certain areas of employment is sub- 
stantially Higher than that in southern provinces becau 
of the extensive amount of flying time. Also all 
claseesibe Huei neeS come under the N.W.T. ordinance 
which is not the case in the southern provinces. These 
policies place an additional financial burden on the 
employers in: the Northwest Territories. gecommenh aewone 
that the eeca: classifications and regulations of | 
workers e cnen elton insurance should be adjusted to 
bring the ordinance into line with southern provincial 
areas. 

However, a word of caution 
is in order as to avoid the occurrance in the N.W.T. 
of the serious problem which has recently come to 
light in Alaska. The problem to which we refer is 
due to excessive, in terms of relative costs of living, 
disability payments made to non-residents of Alaska, 
injured in the construction of the Alyeska pipeline 


but recouperating in their state of origin, where the 
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Cost mor living 15 much lower, We recommend that the 
N.W.T. Worker's Compensation ordinance not be modified 
with respect to the method of computing compensation 
payments Subsequent to any amendments to the Labour 
Standards ordinance, which would provide for extended 
working hours. Furthermore, the present ceiling-of 
benefits must be retained subject to periodic adjustmen 
to reflect inflationary pressures. 

It is further recommended 
that in order to ease the burden on employers, premiums 
be payable in fetal nents ether than a lump sum at 
the beginning of the insurable period. Now, this is 
consistent with provincial Bee ape emen te: 

The Mackenzie Valley pipeline 
authority. In the immediate future, many regulatory 
bodies and agencies will probably be recommended as 
a means of insuring that the interests of northern peop 
are protected. 

Some of the resident northern 
business community expressed concern that too many 
regulatory agencies could be established and suggested 
pene agency to monitor all pipeline activity 
would be more desirable. 

The recommendation, it is 
proposed that a Mackenzie Valley pipeline authority 
be formed to provide a single interface between the 
pipeline companies, government departments, the pipelin 
corridor north of the 60th parallel. 


That the pipeline authority 


would be organized is a relatively small group, with a 
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staff of 25 to 100 residing mainly in the Mackenzie 
Valley. The authority would assume both policy and 
policing functions with full authority to modify 
procedures or-shut down the operations for infractions. 
It would operate in a manner 
comparable to the pipeline construction branch of . the 


National Energy Board and would have a direct relation-_ 






ship with the Board. 
| The headquarters in the Mackenkie 

Valley Pipeline Authority would be centrally located 
along the pipeline corridor at either Fort Simpson or 
Norman Wells and would be adequately funded with aircraf 
support to cover the pipeline operations without being | 
resident in the pipeline camps. But, the authority 
would be responsible only for pipeline and related 
activities within the Mackenzie corridor and would 
cease to exist after construction of the pipeline. 

The Mackenzie Valley Business 
Association would ensure that resident businessmen 
are involved to the fullest extent of their capabilities 
during pipeline construction. This section would 
enforce the terms and conditions in the pipeline authorilty 
to involve resident dhe réptenened? 

The Mackenzie Valley Business 
Association would also serve protect the pipeline 
companies from abuse by resident firms in special 
situations where there are too few resident businesses 
for effective bidding on contracts or where inadequate 


operational performance of resident businesses jeopardized 
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job completion schedules. 

The terms and conditions in 
the pipeline authority relating to the involvement of 
resident business would include the adoption of all 
relevant recommendations made in the present report. 

In conclusion, this report 
has performed two functions, First, it has provided an 
inventory of businesses, personnel and equipment of 
northern firms, which could be associated with the pro- 
posed natural gas pipeline and related developments. 

Secondly, the report has 


provided some comment on the potential for expansion 


of local businesses, related in part to meeting with the 


increased demands generated by the pipeline development. 


Concerning the former task, 
it has been very difficult to provide an assessment 
of bapaaiae utilization of the personnel and equipment 
of businesses surveyed, since this varies directly with 
general economic activity and seasonal fluctuations. 

In the environment sensative 
delta, for example, capacity utilization in almost 
a quarter of the businesses, if not more, approaches 
zero for several weeks of the year. Even under the 
most favourable economic conditions. At the same time, 
the trade contractors report little slack whatever the 
season and state of the economy, although the latter 
most definitely affects their financial condition, due 


to a sensitive accounts receivable turnover. 


BRiefly, the capacity utiliza- 
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- tion ratio is constantly subject tevaensititc forces the 

3 magnitude of which varies throughout the study veqi OH. 

a As of the time of writing in 

3 February '76, we can affirm without hesitation that the 
6 northern business could now assume a greater share of 

i pipeline related work than at the same time last year, 

° simply because of the economic contraction which has 

9| intensified itself in the interim. 

- With references to the 

tt second task, determining potential to expand has been , 
ne a rather subjective exercise, although the credit 
a data given in the finance section provides a somewhat 

A4 objective indication. Moreover, the majority of business ; 
15 people strongly emphasized that their current capacity 
oe must not be regarded as an upward limit. On the contrary, 
= most firms stressed they would readily expand if 
we warranted by a tangible increase in the demand for thei 
ve services. However, many respondents expressed concern 
os that their ability to expand would depend on a greater 
a> -- a great deal upon the implimentation of route of 
[- the recommendations of the task force on northern busineBs 
va and those included in this report. 

- In this respect, we have 

se emphasized on several occasions in the course of this 

sh report, the northern businesses are likely to be the 

et principal employers of northern residents during both 

a the construction and operation phases. For this reason, 
sky we feel that the interests of both northern employers 

30 


and employees are inseparable and that their inter-depenfi- 
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ence should be reflected in the terms and conditions 


of pipeline construction and operating authority. We 


| 
have attempted to convey the attitudes, problems, and | 
suggestions of the local businessman, The majority | 
of the comments are not restricted to the construction | 
boom; they are of equal importance at the present nie | 
Northern businesses do not | 
request preferential treatment, in fact they do not want 
it. They are asking only that the resources be elke 
to all businesses so that an effective management and | 
active expansion can be accomplished, thus enabling max 
imum participation of established northerners in eee 
development. | . , | | 
Many difficulties will arise | 

during the construction period which have not been 


analyzed in this study. Foresight and initiative 


of the entrepreneur will be exercised to the fullest 


| 
| 
extent to provide timely solutions. 

In conclusion, we would like 
to recall the Federal Government Pronouncements on | 
northern developments which have provided both inspirae- 
tion and direction in subsequent discussion of the pro=- 
posed hydrocarbon industry projects, In particular, 
the March 28th, '72 statement on northern development 
in the '70's calls for a higher standard of living, 
quality of life and equality of opportunity for norther 
residents and for viable economic development within 


the regions of the Northwest Territories. 


Similarly, but in more 
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precise terms, the 1972 Federal Guidelines for northern | 
pipelines state that contracts and subcontracts shall | 


be so designed and publicized as to invite and encourage 


| 


bids from native organizations, settlement councils 


i 


and contractors and the applicants shall make a conscious 


effort to contribute to the social and economic 
development of the Territories. 

We trust that this report of 
northern businessmen will enable the Honourable Justice 
Berger to formulate the necessary guidelines and 
recommendations to maximize the contribution of the 
resident northern business community and workforce. 

MR. SEARLE: Thank you, Mr. 
Henchey. Mr. Commissioner, I would assume that you 
would want to break for lunch now and begin cross- 
examination afterwards. 

THE COMMISSIONER: Well, we'll 
adjourn until 2:00 then, and presumably the evidence 
of this panel can be completed this afternoon. So, 
thank you very much gentlemen. 


(PROCEEDINGS ADJOURNED UNTIL 2:00) 
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Héachey, Ashton, MacLeod 
Cross~-Exam by Carter 


(PROCEEDINGS RESUMED PURSUANT TO ADJOURMENT) 

THe COMMISSIONER: Well we'll 
begin again then ladies and gentlemen. 

MR. SCOTT: ” Mr. CamLten,, “ao 
you have any questions of this panel. 

MR. CARTER: I have a few. 

I guess I should go the microphone. 
CROSS-~EXAMINATION BY MR. CARTER: 

QO Mr. MacLeod, if I could 
Start with you and refer you to the addendum to your 
evidence. On the first page, at the bottom of the 
second paragraph, you state that you've advocated a 
relatively restrictive definition of northern business. | 

af don't believe sir that you 
have outlined this definition of northern businesses in 
your evidence although I believe it's referred to in 
your report. I wonder if you might tell us what your 
definition of northern business is. 

WITNESS MacLEOD: Yes, that's 
right. The definition is given in our report. It's 
essentially the same definition as the one adopted hy 
the Task Force on Northern Business with respect to 
obtaining government contracts. So T will read that 
defini tiongeo vou. 

O AL rignt. 

A "A northern business is 

a firm of which at least half of the permanent 
personnel and capital investment are located in the 
north. A business which is considered a resident of 


the Territories for purposes of taxation notwithstanfing 


8fsvs. 
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Hinchey, Ashton, MacLeod 
Cross-Exam by Carter 


multiple residency and a business in which the 





management decisions are generally made in the 
north. But this criteria normally can be satisfied 
by the presence of northern resident principles with 
due consideration given to the maintenance of 
dual residency by such principles." | 

Q Thank you. Then you go 
on to state in that paragraph that there is a minority 
of northern entrepreneurs who feel entitled to unlimited 
husSiness in spite of past operational performance. I 
take it Hat from that you mean that not all businesses 
are well run? 

A Sais eats aaa flay 2 


O Would you include some | 
| 


criteria when giving consideration to northern businesses 


| 
that they have to meet certain standards for management | 


i 
| 


skills and that sort of thing? | 

A Wel think thei mipast | 
Operational performance should be taken into consideratio 
That is, the experience that has been had with them 
with respect to meeting contract deadlines for example. 

Q I see. 

A anc COSt .OVver=r1inS 

Q Are you able to identify 
any types of businesses or perhaps areas in the north 
where you can say that businesses have better performance 
records than other areas or certain businesses have 
better records than other businesses? 

A Those areas in which there 


is a lively competition among several businesses in the 
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same category generally produce a better level of service. 


When you go into a very small community where there is 
only one general contractor, he is never subject to any 
competition and whatever his Operational performance, 
he doesn't risk losing the job. 

Q I suppose that the 
management skills that you talk about in your main 
paper would be pabt and parcel of that? 

A Yes. In the course of 
this survey, we wanted to collect some data pertaining 
to the financial aspects of these businesses: their 
liquidity, their financial capability and so on. To do 
this, we looked at financial statements, balance sheets 
and income statements. Some eee interviewees 
treated these financial statements as if they were, you 
know, public information, newspapers or circulars. I 
don't think that they were really aware of the content 
of these documents. I had the impression that quite 
often they had cheba financial statements prepared just 
as a formality because the Income Tax Department wants 
them once a year. 

Q I see. 

A They were not used as a 
tool in managing the business. Of course, at the same 
time, I ran into other businesses who knew very well 
which questions I wanted to answer from these statements 
and they would stand right over my back and make sure 
I didn't take anything else. So I don't want to 
generalize on it. 


Q Right. You talk about a 
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management training program. Can you be any more specific 
about what sort of a program that should be? | 
A I can give you an idea 
of what the content should be. 
Q Yes. 


\ 


A I am not quite auto end 
should run the course. I think it should be government 's/ 
responsibility but that is only a suggestion. 

Q I think the content would 
be helpful. 

A Yes. I think the local 


businessman would like to be more familiar with the use 


of those financial statements that I referred to. They 


of loan requests to financial institutions. Some of 


would also like to acquire skills in the presentation 
| 
these businesses are very inarticulate when it comes to | 


approaching a bank. They might have a very viable projec 
but they can't seem to put it across adequately with 
financial institutions. | 

WITNESS ASHTON: Mr. Carter, 
may I interject? 

Q Certainly. 

A The FBDB presently have | 
a managerial program which basically is financial 
statement anlysis and preparation of forecasts, budgeting 
loan applications and that type of thing. It has been 
fairly well used I know in Fort Smith and Hay River. I 
don't know whether it is into the other communities or 
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THE COMMISSIONER: Mr. MacLeod, 


you say that to define what is a northern business, you | 
take the three criteria laid down by the Minister's 

Task Force on Northern Business. 50% of its capital 
assets in the north; the management is essentially in 


the north, and I've forgotten what the other one was. 





But you're taking this whole question of past operational 
performance and adding that as a fourth criteria, | 
really. | 

A NO welt S: GOj a foe 
criteria. I'm just saying that -- 

Q You're adding that, in 
Other words I want to make sure I understand you; | 
you're saying that someone who'is inbusiness here and | 
has been in business for the requisite length of time | 
has 50% of his assets in the Territories, and makes his 


decisions here, you're reatly talking about someone 


who is a reSident-manager, so to speak. 

A Les « 

Q That notwithstanding, 
that, before he can qualify for any preferential 
treatment so far as obtaining contracts and sub- 
contracts where pipeline construction are concerned, 
somebody is going to review his past performance 
and see whether he has met deadlines in the past, 
whether he has inctirred cost overruns. That means 


that you're putting a certain amount of discretionary 


power into somebody's hands and I wasn't entirely 
sure who you thought -- and if the Chamber hasn't 


decided, give me your own personal view at any rate -- 
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A Ow Ka 

Q -- who should be 
responsible for conducting that review and separating 
the good guys from the other guys. 

A Well, this review 
process or the sorting ait process would be conducted 
by the market forces because to qualify for a northern 
business which would receive special status, or 
privileges or preferences, whatever you want to call 
it, they would only have to meet those three criteria 


with respect to personnel, location of assets -- 


Q Yes. 
A -- and the decision- 
making centre. That other restriction, the aspect 


dealing with the past operational performance would 
only be a limit, would serve as a limit to the prefer- 
ential treatment. I mean just by meeting the first 
three conditions you're entitled to preferential 
treatment; but I want to put some kind of a limit 
on this preferential treatment. 

Q I don't know what's 
wrong with me today, but I don't quite get that. 
You see, I would have thought that your supposition 
is sound. If the guy is still here and in business, 
after so many years, presumably he's done a reasonably 
decent job for the customers he's had, for him to 
still be in business. 

A Well, that's not quite 
the case. In a place like Inuvik where you have maybe 


a dozen general contractors competing against one 
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another, they are subject to competition. The weak 

ones fall aside and go out of business, and the stronge 
continue. But if you go into a small settlement where 
there is only one general contractor, he's the only one 
to. bid, on,local,.contracts:,..no ner eeae how poor a job 

he does, he can still retain that contract. 

Q All right, well I follow 
that. Now, what then do you do about limiting the 
extent to which he receives preferential treatment? 

A Well, one of the main 
themes -- 

Q You're still weeding 
some people out, and who's going to weed them out? 

A I would say it would 
be done through the tendering and the contracting 


process. This preferential treatment, the object 


of the preferential treatment is to make it such that 
the local business would not be at a disadvantage with 
respect to southern business when bidding on northern 
contracts. 

Q All set gne walluright, 
I'm well aware of that. 

A OmK:. 

Q And I follow you 
entirely on that. I'm not saying I agree entirely, 
but I certainly follow you entirely. 

A Q.K., sO a business 
which has poor past operational experience is going 
to be subject to some kind of competitive factors, 


and will be weeded out in that way. 
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Q O.K., so then you're 





not suggesting that there should be any discretionary 
power in the companies, in any government agency, or 
in the Chamber of Commerce itself to weed those 


people out. You say the ordinary market forces will 


weed them out when they get into this league. 
A That's right, ves, be - 
cause any northern business that meets those three 


CMevcernd a. Wound Stidas be onuthe morthern bidderys.' dist. 


Q LOS. 

A So they can bid on any 
northern job. 

Q That's what I would have | 
EOUGIe. 

A Yes. But his past 


operational performance has been poor, he's unlikely 


to be very successful even though he is on that list, 





SO, Dy =~ 
Q If he puts in the lowest 


bid, then he's going to be successful -- 


A -- in obtaining the 
contract, yes. 

Q -- in obtaining the 
COMELACT. 

A But in our discussion of 


bonding this morning, we said that if he cannot pull 
Off the’ Job according to schedule, gt, could be taken 


away from him. 
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Q Well then, Captain 
Tetrault made a submission at Hay River about a year 
ago, very much along the lines of Mr. Hinchey's in 
discussing bonding and I am certain you've all talked 
to him about these problems. His argument was that 
the bonding companies wound up deciding which northern 
businesses were going to get contracts, Now, if you 
establish a Territorial insurance corporation 


responsible for bonding, they will have an awful lot 


the hypothetical one we've been discussing, whether his 
putting in a bid at that low figure is going to mean 
anything at all. 


So, so far I've got it, have 


Ty? 
A Yes, I think so, 
Q Okay. 
A But except -- 


WITNESS HINCHEY: I would 
say the decision is going to be made by the bonding 
agency. | 

THE COMMISSIONER: You would 


say? 


A The decision will be made 


by the bonding agency, as you say. Preferably it will 
be an organization within the Territories, 

Q Yes, and you've made 
the recommendation. 

A And have a broader 


understanding of the situation as it exists. 
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Hinchey, Ashton, MacLeod 
Cross-Exam by Carter. 


WITNESS MacLEOD: Except on 
pipeline contracts, we could expect to dispense with 
bonding. 

Q Yes. Maybe you would 
repeat that again, I -- 

A With respect to pipeline 
contracts, we would expect to dispense with bonding, 

Q And instead have 
boven Supervision in the COntractor with the power 
to suspend the contract and so on. I followed you this 
morning on that. 

A ae 

Q Just one last question. 
I think the government of Saskatchewan has a bonding 
agency, doesn't it? 

A Yes. 

WITNESS HINCHEY: Yes, that's 
correct. 

Q Did you find out at all 
how that works? Has it worked well? 

A No, we -- we're aware 
of it and we have some information but it is very 
limited and it is an area which we are going to look 
inte. 

WITNESS MacLEOD: One 
large contractor in the delta has gone through that 
Saskatchewan government bonding agency successfully. 
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Hinchey, Ashton, MacLeod | 
Cross-Exam by Carter | 


the delta -- 

Q Yes, 

A -- went through the 
Saskatchewan. government bonding agency to obtain 
bonding to perform a project. 

Q Oh, Saskatchewan bonds 
people who aren't in Saskatchewan? 
A They did in this case. 
Q Is"that 50? 


WITNESS HINCHEY: We've also 


a 


been told by another client that if he opened up an 


office for his operation in Saskatchewan that they woul 
provide him bonding within the Territories. 


% 


Q - I see, That's very 
£neeeeneings 

Okay, sorry to interrupt you 
Mr. Carter, I just wanted to -- 

MR. CARTER: Fine, 

Mr, MacLeod, another area 
that you dealt with was unionization and on page ll, 
toward the bottom on the page, you suggest that an 
alternative would be to designate the prime contracts 
as union and request that successful pipeline applicant 
and producer companies retain some of the subcontracts 
which they would tender themselves to non-union, northern 
firms and I'm wondering sir, that if you think that tha 
would work in view of the power, as you've described it 
of the unions, would the applicants themselves be able 


to do this without some sort of government regulation? 
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WITNESS MacLEOD: I think 
I qualify that statement by saying that I think it would 
work as long as the jobs are -- you know, the non-union 
jobs are Chai car ie removed from the union jobs and 
also that the scheduling be different. So, this could, 
I think, work in the case of access roads which could 
be built well in advance of the arrival of pipelaying 
crews. 

on You might still have a 
problem with the unions though, you appreaciate and it 
would be helpful to reach your goal to have some sort 
of government regulation to assist there, would it not? 

| A If a government regulatio 

is necessary in this area, I think I would support it. 
But another point, which I didn't bring out in thie 
mornings evidence was that unionization on this pipeline 
project would be the shieee of one special agreement, 
lasting only for the duration of that project. So it 


would be a special agreement, it would not be the agree- 


ment which is effect already in southern Canada. 


So, this could be one of the 
provisions of that special project agreement. 

Q Right. Mr. Hinchey, in 
your evidence, on -- I believe it is the second page, 
again, the last paragraph on that page, you have given 
the example of something that municipalities have done 
and that is that when bonsering contracts, they've 
purchased materials fot use by the contractor and I 


don't believe though, that you've gone on to recommend 
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Hinchey, Ashton, MacLeo 
Cross-Exam by Carter 


that this be done in the case of the pipeline project, 


so that the pipeline company, for example, would purchase 


equipment and the contractor would provide a service 
contract then. I'm wondering if you would support 
such a recommendation? 

WITNESS HINCHEY: Yes, 
think the approach would be feasible in the application 
-~- in certain areas:of the pipeline, yes. 

Q Now, on page four of 
your evidence, you have recommendations in the middle 
of the page there and I had some trouble with the 
second recommendation there, the second paragraph in 
your recommendations on that nae and I'm wondering 


if you could maybe attempt to explain it to me again? 
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Cross-Exam by Carter 


A What, due to the 
difficulty in determining the adequate permissible 
differential? 

Q Yes. 

A We offer alternatives 
of using all northern bid lists in case of the 
number of local firms and their capacity is sufficient 
in relation to the amount of work to be performed under 
the specific contracts where this approach miqht be 
adopted, 

THE COMMISSIONER: You mean 
just limiting the bidding to northerners, period. Then 
you don't have the problem of preferential -- 

A That is correct. 

THE COMMISSIONER: Yes. 

MES CARTER: © Finally on 
your evidence on page 7 you have your recommendation 
for the Mackenzie District Business Association, and 
you see it as being funded by government and the 
pipeline company and you have some fees that you'd 
Charge, or the Association would charge. I 'm wondering 
what role you see the government of the pipeline companits 
playing in that Association, apart from providing 
funds? 

A Well, they would certainly 
have input and be members of the Association, and 
would assume to be involved in the makeup of the Board 
of the Association. The funding initially, to get 
something of this nature on their way, would be 


substantial. Obviously there would have to be more 
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Ashton, Hinchey, MacLeod 
Cross-Exam by Carter 

Sotirces than just the business community because there 
would have to be a compilation of a substantial amount 
of statistical information available through this 
organization and that would take a lot of man hours to 
put it together and the method of retrieval of the 
information in relation to bids and the bid depository 
and information enquiries by organizations doing work 
within the Northwest Territories. 

Also the cost of putting 
together training or management seminars, financial 
management seminars, would also require, you know, 
initially a number of dollars to get them funded and 
under way. Eventually at the completion of the 
pipeline operation, it wuld be’hoped that this would 
be a self-sustaining operation between business and 
government. 

But we see this particular 
entity as an ongoing thing, and not something that 
would terminate at the end of the pipeline operation. 

MR. CARTER: All right. 

Thank you, that's all the questions I have of this 
panel. : 

MR. SCOTT: Mr. McLaughlin, 
do you have any questions? 

MR McLAUGHLIN: No questions. 

MR. SCOTT: Mr. Sigler? 

MR. SIGLER: No questions, 
sir 
MR. SCOTT: Mrs. MacQuarrie, 


do you have any questions? I'll defer Mrs. MacQuarrie 
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Ashton, Hinchey, MacLeod 
Cross-Exam by Bayly 
She was here this morning but stepped out. 

Mr. Bayly? 

CROSS-EXAMINATION BY MR. BAYLY: 
ge Mr. MacLeod, if I could 
begin with you, please. On the first page of your 
evidence in reference to the en can you tell me 
whether you inventory extended to all segments of the 
business community in the region that you studied? 

WITNESS MACLEOD: Virtually all 
segments included business which would not likely be 
affected by development, such as dress shops, flower 
shops, that type of thing. 

Q Allright. 

| “a Those were the only 
exclusions. 

Q You thought they wouldn't 
be affected because there weren't supplying things 
directly or servicing directly the industry? 

A Well, I included, for 
example, grocery stores which would supply directly and 
indirectly pipeline activity, but I think that the 
relationship between the pipeline industry and the 
dress shops is too far, too remote to be included. 

Q “NAIA right then, was that 
your reasoning for not including some of the land- 
based businesses such as commercial fishing, hunting 
and trapping? 

A. I can say one thing. 


When I went to the settlements, I generally widened my 
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Ashton, Hinchey, MacLeod 
Cross-Exam by Bayly 


4 definition of "local business" to take into considera- 
2 tion virtually anyone who has undertaken any kind of 

3 entreprenaurial activity in the last two years. So 

4 that included interviewing people who had cut poles for 
5 one week in the last two years. 


QO Did it include people who 
were trapping for a living? 

A NO; ie didn't. 

Q And is that because you 
excluded them from the definition of "entrepreneur", 
or was there some other reason? 

A It's because I didn't 
think they would be in a position to take advantage of 
pipeline-related contracts. 

Q All right. 

A They went beyond the 
terms of reference of our inventory. 

Q O.K., and was that what 
you based your definitions by your pe acies on, 
whether the businesses would be able to take advantage 
of pipeline-related activity? 

A Well, they had to be 
engaged in some kind of activity which waid allow them 
to take advantage of the pipeline contracts. I don't 
think a pipeline is going to go out and buy much fur. 

Q And did you,in your 
recommendations, you consider some of the impacts on 
businesses, quite apart from whdher they're going to 
benefit or not? You cite, for example, the problems 


of higher wages that would be paid by pipeline companie 
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Cross-Exam by Bayly 


and contractors as well as fringebenefits that can 

be offered by other sectors of the economy. Would you 
agree with me that those maybe things that will affect 
the person operating the dress shop, and perhaps even 
the person who is trapping? 

A Those factors would 
certanly affect someone operating a dress shop. It 
would have less impact on someone who is involved in 
trapping. 

THE COMMISSIONER: You really 
don't think he's going to sell furs to pipeline 
people any more than -- 

A No, because in the 
construction phase, the applicants are talking about 
keeping transients outside of the communities. 

THE COMMISSIONER: 

Yes, I know. 

MR. BAYLY: Q And you wouldn't 
see his difficulty in reoruiting people for trapping 
changing when pipeline-related activities are 
affecting other sectors of the economy in terms of 
competing for their employees? 

A Are you thinking speci- 
fically of the trapping activity, or the craft shop 
activity, the manufacturing activity? 

| Q I'd addressed the 
question to the former, but the craft shop maybe 
another valid example. 

A I think it's probably 
a Roe example. ita 
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1 A Because it is an enterpris 
2 which does require staff; but I don't get the impression 
3 that the average trapper works as a business with 


4 regular employees who punch time cards. 
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Q Well, as I understand it 
it's not that kind of a business. 

A No. 

Q Let's use the other 
example because youare more familiar with it. Do you 
see that area of the economy in some of the communities 
suffering from this kind of competition? 

A Yes, I do. 

Q Did you interview for 
your survey people running and working in craft shops? 

A Well as a matter of fact 
I did interview a number of businesses which did go 
beyond the terms of reference of our study. I went 
in to see the co-op in McPherson, Aklavik, Tuk, the 
Dene co-op in Simpson. They are having serious personne 
problems right now. 

Q Now, I take it that your 
conclusion that perhaps employers will be able to pay 
higher wages or wages for longer hours to smaller number 
of employees may not apply to an industry live the craft 
industry? 

A That's right. 

Q That may be being done 
by people who don't have any more time to give to the 
activity as it is because of other obligations. 

A Thaterights .But I think 
some of those people who would leave would be SS: 
by new entrants into the labor force. 

Q Now, On page five and six 


of your evidence, you refer to the inequities in the 
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Hinchey, Ashton, MacLeod 
Cross-Exam by Bayly 
1 subsidization of employees in the Northwest Territories 
2 between those in government and those in private enter- 
3 prise. 
4 | A Yes. 
5 Q Now do you see as one 
6 of the problems that the pipeline companies will also 
7 offer benefits to their employees and the major contractors 
8 to their employees that northern businessmen and smaller 
9 businesses will not be able to offer to theirs? 
10 A Yes, I recognize that 
Ly probability. 
12 Q All right and those might 
3 include housing and travel and pension. 
14 | A Yes. But one of the 
se problems there is the inconsistency of the tax treatment 
16 of these benefits. Quite often local business is in a 
17 position to provide subsidies equal to that of government. 
18]| But since the subsidies provided by the local business 
La are taxed, they have to be augmented further to meet the 
20 after tax subsidy given by the government sector. 
ab | Q Yes and I recognize that's 
22 what you mean by the inequities. 
a3 A Yes. 
24 | fe) That it's cheaper for 
25 the government to offer these carrots than it is for 
26 private enterprise. 
27 A Yes, that's right. 
28 Q But that it's a cost 
29|/ that could be borne by a bigger business perhaps more 


39 easily than by a smaller business which is already 
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Cross-Exam by Bayly 


1 resident here. You'd agree with that? 

2 . A Yes. 

| Q Do you feel that the 

4 Situation might be made worse if the applicant and his 

5 contractors were to offer these similar benefits to thei 
6 employees? 

7 A A lot of these contractor 


8 will be local. 


9 Q Will be -- 

10 A Will be local. 

Li Q Alleright forButeletis 

LZ take the major ones. The ones that are actually -- the 
13 applicants themselves. We have heard evidence and you 


14 have no doubt read in the application that the applicant 
La will be placing certain of their personnel in the larger 
16 centers and will be housing them and having them work 


1? there. Would you expect that people might be attracted 


18 to leave other jobs to apply for those because of these 
19 fringe benefits among other things? 

20 A Yes. 

az Q Have you made any 

an recommendations or have you thought of any recommendations 
pa about how this problem could be solved? 

24 A Well I think if we had 
on some uniformity in subsidization the small local busines 
26 could compete much better than he can right now. 

ai Q Would you go so far as 

28 to recommend that the applicants not provide fringe 

23 benefits that cannot be afforded by local businesses? 


chal A No I would not say that. 
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z Q How would you propose 

Zz that it be possible for smaller local businesses to be 

3 able to compete in the fringe benefits side? 

4 A Well if we could eliminate 
5 the inequitable tax treatment, we would improve the 


6 ability of the small local business to compete on that 

7 level and also -- 

8 : Q So you'd like to see 

9 changes in the Income Tax Act to permit smaller businesses 
10 to offer these same subsidies in pre-tax dollars? 

Li A Yes and furthermore, we've 
12 made other recommendations proposing a non-taxable 
P33 homeowner grant. This well might come out of the 
14] pockets of the small businessman. 
25 Q Yes. So then they could 
16 provide the same housing advantages that the larger 

17 companies could. 
18 A Yes. 
19 Q And governments who are 
20 doing this now already? 
2k A Yes. 
22 Q I take it you are not 
23 just referring to governments of the Territories and 

24 the Federal Government, you are also referring to even 

eal City Governments or Town Governments that can offer these 
26 A Yes. 

Zi Q On page nine, you make 

28 some recommendations with regard to vocational training. 
Pas I am referring here to the recommendation number one. 


30! You say there that program priorities should be revised, 


eects: 
eoaa eT oe ve maneaece 


ies 
ad of asezsniaud [so0l, z9ilame 1073 eldizacq of tt tans 
SebLe eatktened spmizi sft ai eseqmeo at elds 

shimtis bivoo ew tt Liew Bac eRe. i wae 
eid evoramt Siuow sw ,taemise1td x53 eidaskupeat ant 


enoqgorg voy bluow wok’ © =. Ealiget 


TS jeg 7 P % 


gadt mo eteqmoo ot eeenieud Isool Ilasme 
| | ‘~~ osis Bas fevel 
| eea of Sxtil B' yoy o8 ot Ma” 
Slit tsis soils ttovea of JOA XBT omoont ede at sepasdo 
| farsliob xst-e1q mi estbleadue emse seed? szetto Oo 
vhs ,Stoarredjiz02 Sas eeaY f 
. eidexst~non 6 prtsoqorq enolisbaemnoos2 sterfto sbam 
. sit to suo smoo dipim Steve etd? .snetp rzsmwosemorn 
| 
| Biron yeds neid.oe .epY a) 
) xepisl add ted+ aepsinsvbs priavod emBe efit sbivorg 
| -bivos asinsqmos 
| sBeY 
| S18 ow etnematevop bad 
.  SyBsexls won eid pnt ob 
| -eoY AU 
fon ems voy ti sist I 9O 
bas sneizotirie? eft to atnemarsvop ot pakrisiet taut 
neve of paiuretes oels sin voy ,tnemntevod [sisbe% ai? 
essed? ratio aso tsc4- actitemnzaved nwoT 10:etnomexevoD yarid 
mer ikl petted dees | 
exsm soy ,enia apsq m0 o | 


eee 


.9c0 tedewm aoisshagmmones efit of ered patixelet ms I 





cal 


NOMS RA LST ERG TE, | 


edz to ytilids: 


i oe 


—_ 
hy 


insmasentend {Lama edd to atedoog 


-ptintss? fangttscev of Sispex Atiw enolsebaemmozes smog 


beatver ed bluote est#ixeiiq matporq Jedd exedt yse voY 














-~ 


i 


o 
Lad 


| i. a ot ee | 
Ss ke rm 


27300 
ALL WEST REP OR The - TO. 
BURNABY 2, 8.C. 


Hinchey, Ashton, MacLeod 
Cross-Exam by Bayly 





1 I am interested to know in what you mean by "revised". 

2 Are you advocating that certain courses should be 

3 either eliminated or that they should be reduced in size 
4 because others should get priority? 

2S A No. I would say that the 
6 increase in capacity should be reflected in the trades 

fj which will be in greater demand in the future without 

8 cutting back on the capacity allocated to existing programs 
9 in other areas. 

10 Q So it would involve more 
am funding as opposed reallocation of funds so that these 

12 trades could receive more personnel, classroom time and 
As) whatever else is needed? 
14 A Yes because I believe | 
1S right now there is a shortage in virtually every field | 
16 cOveredMat A .VstT sc: 

17 Q Now, would you,when you 
18 say that you would recommend increasing the capacity 
ihe) of existing training facilities would you also advocate 
20 new facilities being set up -- 
an A Yes. 

22 Q -- in the Northwest 

Ps Territories? : 

24 A Yes. 

Passel Q We've heard recommendatio 
26. at the community hearing notably in Inuvik that training 
Pa facilities should be located in the northern part of the 
28 Mackenzie region. 

Pass, yi Yes. 


30 | Q Would you go along with 


or 
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recommendation? 





A Yes, I have recommended 
that the training center be established in Inuvik. 

Q Yes.” Do” you see that 
training center as being one that would concentrate on 
the skills that you've referred to in the first recommenda- 
tion or would you see that as being a general training | 
center that people in the delta could take advantage 
of whatever trade they were interested in pursuing? 

A Well it would he a general 
training center which would be of a permanent nature. 

Q On page 13, you make 
some further recommendation in the area of transportation. 


Now on the one hand you recommend that the Dempster 


highway not be completed until after the 





pipeline has been constructed. 
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| 

| 

| ‘S Yes; 

O And that's in order to | 

discourage transients who had come up by road from | 

/ coming into the delta? 

| A Yes’: | 

| Q And you would advocate 
chough that this toad be @pen “ort taketia) (only 

| commercial traffic in the wintertime to supply the 

| pipehkhine? 

A Yes’; 

@ So that nobody could 

| be on the pipeline -- on the road without some sort 

of a permit to be there? 

A Thats Yugnet . 

| @) Yes, and have you | 

| consulted either applicant in this regard to see peayee 
this fits in with any of their doguericampians? Whether 
Pbheyiiconld 2am Tact, etransport thetsturtl,* the material 

| that they need only during the winter, along this route? 

| A I have discussed this 
recommendation with the both applicants and there hasn't 
been any objection to it. | 

| THE COMMISSIONER: Who hasn't? 

- A There hasn't been any 

| objection to it on the’ part of the applicants. 

| Q Oh, I see, by either re 

| eh? 

| 

| A Either one. Presumably 

| 


they would use barging in the summer and the road in 
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1 the winter. | 
Q Right. 


MR -BAYLY <« ‘Now, your other | 





recommendation, the one that is number little ii on 


page 13, that an all weather road be built without undua 





Gelay between Inuvik and Tuktoyaktuk. Can you tell me | 














7] what the rationale behind that recommendation is? i 
a ) A There is considerable | 
9 | private traffic on the ice road betwen Tuk and Inuvik | 
10 in the winter and if an all weather road existed in che | 
uf summer, I'm sure there'd be the same kind of traffic | 
| and that level of traffic is an indication of interest 
13| by the local populations in such a road. 
| *O Right. Now, have you 
5 | looked at the costing of that road in terms of the | 
16 | granular requirements? 
1? A No, I haven't. 
18) Q I understand that in 
19 the Inuvik and Tuk region one of the problems and one 
20 of the areas of competition, if you like, is for gravel | 
21 and other granular materials. You're aware of this? | 
22 A Yes, I am aware of that. 
23 Q And I take it -- | 
‘| A But it is readily Sheen 
> able in the summer -- ce me, in the winter. They 
stockpile for the summer. 
Q Vest wilt cb aD dis. SS 
| one of the competing -- you are one of the interested 
i 


pipeline applicants, who also see a need for this granu 
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material, and recognize the scarcity of it in this 
area. | | 
A Yes. 
Q Would you recommend that | 
the interests of the communities be given priority 
over those of the pipeline applicant with regard to 


granular materials in this area for this road? 





A Yes, I recognize also 
that the opinion of the local populations, with respect 
to that road is not unanimous. 

Q Yes, and I didn't want 
to get into that. 


Neteaiecsel thought you'd want to | 





get into that. 


Q No, I think that's Pee 
before the commission. 
A M-hm. 
Q Now -- 


THE COMMISSIONER: Nothing's 


MR. BAYLY: Could we turn 
to you now, please Mr. Ashton, I have two or three 


questions for you. 


unanimous. 

You have referred to banking 
facilities in your first page, under item number one, 
under subheading "B". You say that most communities 
in the north, even small ones are served by a bank. 


My information and understanding and observation is 
that most communities in the north are not served by 
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a bank, in the sense that most communities don't have 
a bank within their hamlet, settlement or town boundaries. 
WITNESS ASHTON: Yes, that's true.) 
I believe the banks in the areas attempt to serve the 
smaller communities, businesswise. 
Q Are they doing that by 


travelling or does that involve the applicant for 





bank services having to come into the center? 

A Most times the latter, 
but I believe there is.a flying in bank in operation, 
Now, whether it hits any of the delta communities, I'm 
not sure. 

WITNESS MacLEOD: Yes, there 


is a flying bank in the delta. 





Q Yes, But generally 
speaking, the solution is that the person who wants 
the bank services or the company must attend on the 
bank at its office? 

WITNESS ASHTON: That's correadt. 

oO fn Now, do bankers who 
come into the north , to your-knowledge, receive any 
special instruction with regard to particular financing» 
problems and business problems that may be different 
from those they've encountered in the south? 

A Not to my knowledge. I 
know one of the banks send their managers on a naa ogr an 
course shortly after they arrive in the north, it seems, 
but I think that's standard procedure on a first 


management position, regardless Od4 ttite toxarich . TSo pata 
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my knowledge, they receive no specific instruction. 





Examples are quite frequently the managers coming to 
Hay River, at least, it's their first managerial experience 
in a bank as manager and they really don't get that muc 
preliminary instruction prior to this position. 

Q Would you -- 

A During that first term, 
T believe they do.get some. 

Q Yes. Would you recommen 
that thieebe something banks consider because of some 
of the special problems that are faced with financing 
and running operations? 

A Yes, although, what I 
would prefer I think, would be to see a manager in 


the brances in the north, with substantial commercial 


experience behind him already. 

Q Yes, I'm not suggesting 
that we take a bunch of people who've never been 
managers before and train them, In fact, it may be 
more difficult to be a bank manager in smaller northern 
communities than it is in some other areas, would you 
agree with that? 

A I definitely believe 
theac s true. 

Q Yes, and it's not only 
because of different business conditions but there are 
people with different levels of sophistication and thei 


ability to use banking services. 


=k 





A That's right. The managar 
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has to be much more flexible, I think, than he would 
have to be in a southern branch, 

Q And banking, in the 
very small communities, I would suggest to you and 
invite you to agree, may involve educating the consumer 
into what services are available. 

A That's also true, yes. 

Q Yes, and I have heard 
that people in the business community in particular, 
are concerned with what you observed, that the bank 
managers rotate so frequently, that a bank manager 
has to be here for a certain length of time just in 
order to get to know the Sommurid ty and who's a good 
risk and who isn't and by thatt #ome it's time for 
him to move on. 

A Yes, that seems to be 


the most common complaint of businessmen, 
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Q Would you recommend 
that with a project like this on the horizon that 
banks look for recruits who are willing to stay for 
a longer period of time and resist the temptation to 
move them? 

A Yes, although I know 
it's difficult from the other point of view too, | 

jthat 
because the managers do come up here and don't in 
all instances want to stay. They like the community 
quite frequently, but it's their career and they require 
promotion Sir anbeheitt in that career, and by staying in 
a smaller branch you're not going to he able to recieve 
kind of promotion. It's my opinion of it. 

Q Do you feel -- 

A I would, however, like to | 
see a little bit longer stay, rather than anywhere from 
eight months to two or three years. I think three to 
five years would be a much preferable number, 

Q Yes, I was just going to 
ask if you could put a figure to it, and you think three 
to five years would be a suitable length of time to aim 
for? 

A Three at a minimum, yes. 

Q Yes, and as you say, some 
banks are doing that, in some of the larger communities 
in particular; but in your experience, some are just 
a matter of months. 

A As I mentioned, in Hay 


River, I've been there five years and the two banks 


there had four managers each during that five years. 
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Mr. Hinchey in Yellowknife, does it change as 





freqnently? 

WITNESS HINCHEY: No, it 
doesn't change frequently; but one of the problems 
with the rapid turnover is that there's always a 
reluctance on the bank manager's part, when he knows 
he’s going in three or four months, to enter into new 
loan policies, substantial increases in giving commer- 
cial loans, because he's not going to be there to 
monitor them after, and he'd rather the incoming 
manager make that decision. 

Q All tight ;.and I takesit 
there's a reluctance in incoming managers to make 


hasty decisions about who to lend to. How long does 


that usually last, Mr. Hinchey, in your experience? 


WITNESS ASHTON: 
A Six months. 


Q Six months; so we may 
have-a period of a year over a change of managers when 
the banks are reluctant to lend money or to change 
commercial lending arrangements. 

WITNESS HINCHEY: 

A It depends on the 
experience of the mere. If you're getting in 
Managers, their first appointment as such, then 
certainly the time is going to be longer. In the 


larger centres of Yellowknife you're generally getting 


managers in who have been in the position of management 





and the time frame is much shorter. | 


WITNESS ASHTON: There is still 


an over-cautionmsness, I think. 





Q heunderstand, etoO,s+ that | 
| 
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Ashton, Hinchey, MacLeod | 
Cross-Exam by Bayly | 
| 
bank managers in the Mackenzie region have a limited | 
discretion. They can only O.K. certain transactions and 
must seek advice from their more senior offices in the 
south for transactions over a certain size. Is that 
your experience? 

A Yes. In the smaller 
branches the discretionary limit of the manager is 
$3,000. Anything over $3,000 must go to the Reginnal 
Office for approval. 

Q All right. 

THE COMMISSTONER: Where is 
that, in Edmonton? | 

A It's Edmonton for some 
banks. The Royal Bank just changed their northern 
office to Edmonton, and I believe the others are still 


Calgary. 


WITNESS HINCHEY: Calgary. 

MR. BAYLY: O Calgary, and 
in your experience does this cause delays in financing 
that make things even more difficult for people who 
would be otherwise bidding on commercial contracts, etc? 

A It does, especially in 
the area where the individual applying for the loan 
has not got the expertise available or the experience 
to know how to do his homework and make a proper formal 
presentation to the bank: that will be accepted by the 
Regional Office, and a lot of the delays evolve because of 
flow back and forth of questions and answers to try 
and come to a final decision. This is one area where 


we feel that these management training or information 
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MAB .2, Bale Ashton, Hinchey, MacLeod 


Cross-Exam by Bayly 


courses is verypertinent. 
-WITNESS ASHTON: I agree with 
that, but also the inexperience of the manager himself, 


the bank manager himself, causes this delay, because 


he has; to sell. the loan to his Regional Office. ©“ “~~! 


A lot of the questions arise because the bank manager 
has not done Ne eee rather than the manager of 
the business. 

Q I understand then. Would 


you be prepared, then, to recommend that first of al! 


based on your wish that there be more experiencal rather 


than inexperienced managers sent to the north, that the 


discretionary limit of lending be increased, and if so, 


to what ceiling without outside advice? 


WITNESS MACLEOD: I've discusse 


this issue with bankers in the delta and apparently 
Similar limits are applicable to southern branches 
also. In Inuvik the limits are $5,000, and this is 
not out of line with similar sized branches anywhere 
in Southern Canada. 

Q I take it the difference 
may be that you can't count on the Calgary manager 
appreciating all the problems or the conditions in 


a centre like Inuvik, Hay River, or Yellowknife. 


WITNESS ASHTON: Well, my feeling 


is that it's the bank manager, the local bank manager 
whouvhas to sell. thissanegramato thig.Regional Office, 
and if he is inexperienced, then it takes that much 
Longer to. do thas. 


Q So the main holdup will 
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Ashton, Hinchey, MacLeod | 
Cross-Exam by Bayly | 
be with inexperienced managers. You'd like to see as a 
first priority more experienced people in the banks. 

A Yes, that and fora 
longer period of time. If they were here for a longer 
period of time I don't think the inexperience would 
be that great a problem. But it's when you've got 
the inexperience frequently that causes the problem. 

WITNESS HINCHEY: They also 
in that situation have a substantial turnover in their 
Management positions, we understand, on a national 
basis too. 

Q Now, Mr. Ashton, I notice 
in your curriculum vitae that you were a member of the 
Mackenzie Pipeline Business Opportunities Board. 

WITNESS ASHTON: That's correct. 

Q Now, can you tell us some 
thing about that Board and what its purposes have been | 
and what it has managed to accomplish? 

THE COMMISSIONER: Well, E've 
been told by Mr. Blair and Mr. Burrell on at least 
two occasions all about the Board. I'd be interested 
in knowing if you have a progress report to make, but 
I'm not anxious to hear why the Board was set up and 
so forth again, unless you are, and don't let me stop 
you. 

MR. BAYLY: Let me be more 
particular, sir, so that we don't get an entire 
history of the Board. 

THE COMMISSEWER: The history | 
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BURNABY 2, B.C. Ashton, Hinchey, MacLeod 
Cross-Exam by Bayly 


1 Tiknow Lt. 

2 | A I think aioe Of witiscan 

3 be summed up just by, you know, its object is to 

4 maximize northern business participation in the 

3 development in the north, to take care of the 

| petroleum-related industry. 

a MR. BAYLY: O And has the Board 


restricted itself to businesses that are directly 
related topipeline activities? 

A I wouldn't say directly, 
no. I would say indirectly. We're not again going 
to fur trappers and hair stylists and people like 
that, it's basically a petroleum-reiated industry. 

Q So you have not advanced 
the Board into the area of commercial fihermen, reindee 
‘herders, and trappers, etc. 

| A No, although if the fishe 
had a boat they certainly might be included. 

0) Yes. Would you agree 
with me that the operations of businessmen who are 
not directly related to servicing the pipeline or 
oil and gas industry may nonetheless be affected in 
their businesses by what happens? 

A Oh yes, and we are also 
looking out for those people as well. 

Q Are they members of the 
Board? Are their interests represented by people in 
their business? 


A Repeat that question, 
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Cross-Exam by Bayly 


Q Are those interests 
the interests of people in the land-based businesses 
represented on the Board? Are there fishermen on the 


Board? 
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Hinchey, Ashton, MacLeod 

Cross-Fxam by Bayly 

A We have had one member 
from Inuvik. His name is Otto Binder. Now I am not 
sure whether he is -- I don't thin he is a fisherman. 
He is an Eskimo. 


QO Yes. Have there been, 


to your knowledge, trappers or -- 


A No. 
Q --reindeer herders or -- 
A No. 
Q No. 


THE COMMISSIONER: Well I 
missed something. The Business Opportunities Board is 
to provide assistance to businesses -- presumably 
small business really -- anxious to get started or to 
expand in petroleum and pipeline related fields. I 
must have missed a sentence in what you said. Why 
would you be concerned about providing assistance to 
people outside that range of activities? 

A I don't know whether it 
won ® be strictly interpreted as assistance although 
the interest is anywhere in the business community -- 
any recommendations or things that we can do. 

Q Oh, I see. Yes. Yes. 

A -- must be of an 
improvement tothe total business community. 

OQ But the loans that you 
might make or the grants would be confined to petroleum 
and pipeline related industry? 

A The which? The loans? 


10) Yes. 
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Hinchey, Ashton, MacLeod 


Cross-Exam by Bayly 
é 

A We're not making any 
loans sir. 

Q Oh, I see. O.K. 


A TESS a communication 
vehicle basically. 
Pardon me? 
A I say it's a communication 


\ 


organization basically. 
Q. Well maybe I was wrong 
when TIT said I know what it's about. I could have sworn 
they told me it was to Make \idars Thutws= town. hesenty. 
A. Mind you if they were -- 
2 MRes BAYLY:s» Could J-turn to 
you Mr. Hinchey please. On page six of your evidence, 


you make a recommendation in Roman numeral four. Your 


recommendation is that prime contractors consult with 





local suppliers in view of exceeding the latter's ability 
to supply. The onus of the application being on the | 
local supplier. Are you advocating that the local 
suppliers approach the prime contractors singly or would 
advocate that they use some form of organization to go 

to the prime contractors? 

WITNESS HINCHEY: Well hopefull 
the information regarding the supplies would all be 
available through the Mackenzie Valley Businessman's 
Association and that this information would be available 
as to what supplies are required in his area. It would 
be up to the individual businessman then to contact the 
applicant if he feels he is in a position to provide 


those supplies. 
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Hinchey, Ashton, MacLeod | 
Cross-Exam by Bayly | 


QO One of the concerns that 

I have heard expressed is that some ot the businesses 
in the Mackenzie Valley may be too small to participate 
in supplying on their own. The applicant isn't going to 
be interested in purchasing two trucks or -- 

| A I think certainly you 
are going to have the situation in some areas. I think 
this has ha Cpeneamin Alaska where small businesses formed 
together a consortium and undertake a joint bid on a 
particular project, utilizing the combined physical 
assests and fields of experience rather than having to 
increase their own assests and investment for a short ter 


period. oe 


££ 


Q Do you see the offices of 


-—t —_—o leat « OU é 


the Business Advisory Board as a facilitator for that 


” 


kind of arrangement between businessmen perhaps from 


different communities? Sas 


we 


A Yes, I think I see it as 
an area where they could seek assistance and try and 
get the groups together in the various areas and put 
proposals to them on cor tad contracts that would be a 
viable joint project for them to undertake. 

Q Do you see any difficultie 
in their doing that with regard to tendering on certain 
jobs that they may be in a position of fixing their 
tenders for example? 

A Well, that could be a 
possibility if nobody else is going to be tendering 
on that particular project. It would depend on how the 


tenders are let out. Presumably there would be enough 
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1 tenders to avoid the concept of fixed pricing. 
2 . Q Now, you talk about the 


3 regulatory function of the local Chamber of Commerce. 


4 Could you tell me what sort of regulations you would have 
' in mind in their either facilitating or enforcing? 

- : A I don't think it would be 
7| a matter of them havimn any powers of regulating or 

8 enforcing. It would be providing encouragement for 

2 local firms to participate in endeavors. I don't think 


10 fhat the Chamber can be in a position ~- regulatory is 
11 probably a poor word to use in that particular circumstante 
12 || because the one thing that we want to avoid is a lot 
LS of organizations with regulations because they are going 
14 to create more hurdles than they solve problems. 
ame) Q Now adequate supplies | 
will certainly be a concern of the applicant. They are | 
also a concern of the small communities that they wild | 
not be in a position where their local supplier has sold 
all or most of his goods or services to the pipeline 
contractors or the applicant. Have you thought of the 
Chamber of Commerce as some sort of an advisory board 
with regard to ensuring that smaller communities continue 
to get air service or that somebody picks up the mail 
contract or whatever may be the service of concern? 

A Certainly if there is a 
Chamber in the local area, I think that they should 
certainly encourage involvement. But if there is no 
Chamber available in the local area, then I would look 
to the Mackenzie Valley Businessman's Association to bein 


that body to encourage it and certainly to carry or 
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disseminate information to the financial organizations 
to make them more aware of why certain financial needs 
are required in their respective areas. 

Q We have been told by both 
applicants that they certainly intend to ensure that the 
communities continue to be supplied in priority to theirg, 
the applicants, own needs. What I am concerned with is 
how they will know that this will continue to happen, 
especially if the local businesses see an opportunity 
to do better than they would by supplying locally. Can 
you envisage some sort of a regulatory system that 

will 


“continue to be supplied? 


would ensure that the communities 

A Well, I think the 
thing there is that you have to have sufficient lead 
time to know what the requirements are within various 
areas and what the time frame is going to be for the 
supplies in that area and that if we don't have an 
outline on that time frame, it's going to be very awkwar 
for the business community to plan its expansion to 
accommodate the requirements. 

Q Yes, Mr. Ashton You wante 
to add something. 

WITNESS ASHTON: I think too 
that the businessman who has been in business for a 
time in the Northwest Territories is going to look after 
his ongoing customer. You know, I think he should have 
enough sense to do that even though, you know, a golden 
opportunity is there. I think he can see that it is 


only for a certain length of time in relation to suppliesg. 
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Q Well, I can appreciate 
that for a wise businessman. We do hear occasionally 
of complaints already in the Mackenzie Valley, that the 
interests of some customers are being sacrificed to 
those of others and so already we're getting this con- 
cern with regard, for example, to certain charter 
airlines and Mr. Hinchey, you referred to lead times 
being sufficient, has either the Chamber or Commerce 
or the Business Advisory Board looked into lead times 
required by the local business community and have you 
any recommendations to make with regard to that? 

WITNESS HINCHEY: We haven't 
-- no we haven't any recommendations to make in regards 
to the lead time. It's a matter we've been waiting 
to get -- obtain detailed lists of requirements of 
the applicants, which of course we realize is very 
awkward until the final plan is formulated and this 
is one thing that has been discussed at a number of 
meetings but we have not yet been able to come up 
with a conclusion. | 

Q Now, with regard -- yes, 
Mr. MacLeod. 

WITNESS MacLEOD: In an 
area served by barges, you have a semi-automatic lead 
time built in because the period of resupply only 
lasts about three months, so if you want something in 
Inuvik next spring, you have to have your order in by 


the end of August. \ 
Q So? 
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A So, it's an imposed lead 
time and shortfalls could be made up in the interim 
by air freight. 

Q That's the lead time you'te 
referring to with that form of transportation. I take 
it, Mr. Hinchey, if I understand him correctly, is 
referring to planning lead time in addition to the 
logistical lead time, for businesses to gear up to 
supplying both their regular customers and the new 
customers they may have because of the pipeline activities. 
Is that correct, Mr. Hinchey? 

WITNESS HINCHEY: That is 
COr recs, 

WITNESS MacLEOD: Something 
else you should remember too is that businessmen deal 
among one another, so if a shortage develops in one 
industry in Inuvik, which supplies other industries in 
Inuvik, these issues come to the attention of the 
Chamber of Commerce in their meetings and the guilty 


business is usually shot down. It becomes quite an 


issue. 
Q Right. 
\ A There is a forum there 
to express grievance. 
Q My experience has been 


that when the Bay's out of oranges, Foreman's is usuall 
out of oranges too. So, sometimes there's too much of 
a taxing on all the local businesses, I suggest to you, 


*£ they don't have the sufficient planning time or the 
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| 


details to allow them to enter into this plan, would 
you agree with that? 
A Yes, but there are off- 
setting factors. Even if there's no planned lead time, 
logistics impose some kind of a lead time, 
Q I understand that, yes. 
Now, you've mentioned the 
problems of air charter transportation and you've made 
certain recommendations with regard to air transport. 
Would you recommend that the Ministry of Transport 
be the body through whom we ensure that the smaller 
communities continue to be supplied by air prior to 
the needs of the pipeline applicant and his contractors? 
WITNESS HINCHEY: Well, 
regulations for air carriers are all administered by 


| 
the Ministry of Transport, and I would assume that 
that's where the direction would have to come, 


Q Yes, and would you 
recommend that the -- 

A Teonink oe has been 
a -- and I don't know the details on this, but I think 


there was a recent decision in Alaska where it required 
that carriers, or private carriers in excess of a DC-3 
were not permitted to carry freight over 40,000 pounds, 
that they had to come through the commercial carriers. 

Q AELAYIGNt, you see, you've 
given evidence on page nine of your presentation that 
50 percent of the aviation business in the delta is 


carried out by unlicenced carriers, 
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A I think John can probabl 


comment on that. 


| 


y 
| 
| 


WITNESS MacLEOD: What clarifica- 


tion would you like? 
Q Well, the buck was 


passed before I got the question out. The concern 


that I have is that even though the Ministry of Transpo 


may be administering regulations from the evidence that 
Mr. Hinchey gave, there may be a large number of 
carriers relied on by communities in the delta which 
are carrying outside the jurisdiction or outside the 
regulations, if you like, of the Ministry of Transport 
at the present time. 

A Well, as far as I know, 
these carriers are operating legally. 

Q Right. 

A They are conforming to 
regulations of the Ministry of Transport. 

Q What do you mean by 
unlicenced carriers then? 

A That they are based 
~- that their licence base is outside of the delta and 
generally, that would mean outside of the Mackenzie 
District altogether. YOu have Ontario based firms 
doing a lot of charter work in the delta right now. 

Q Mhey are licenced to 
do that work they just aren't Mackenzie Delta based. 

A They aren't based in 


the delta, their licenced base is elsewhere. 


| 
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a 
2 | Q So that the regulations 
3 continue to apply to them? 
4 A Yes. 
5] Q Yes. Mr. Hinchey, on 
6 page nine, you've made the recommendation that wage 
7 control limits will have to be raised in the Northwest 
8 Territories to allow the northern entrepreneur to remai 
9 competitive during pipeline and gas plant construction. 
10] And you also state that a major increase in hourly 
UB rates will probably not be necessary due to overtime 
12 : that could be available on'‘both pipeline and non-pipeline 
13 sectors. 
14] : Now, have you considered what 
15 might’ happen to the personnel needs of nonepipeline 
16 related enterprise and essential services such as 
7 hospitals and I don't mean their medical staff necessarily, 
18 | be thee ee, other staff to operate. 
| | . WITNESS HINCHEY: As far as 
20 ‘eae price and income controls are concerned? 
D} oF bey. Q Yes, are we likely to 
22 see either paente working too long hours to work ‘safely 
23 and OE OURE IY oy ange ane of personnel, 
24 A Certainly there are 
a certain Ras that you wouldn't want people puttin 
26 in unlimited hours or putting in 60 or 75 hours a week 
27 because their performance is going to degenerate and 
28 it's not going to be in the public interest. 
pas) Q Right, and the present 
el are feeling is that the situation may in part solve 
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itself because present employees who remain with their 
employers and do not transfer over to pipeline contract rs 
and take jobs in that sector, will get higher wages 
because they will be working longer Hones. | 

A Longer hours, this 
was the feeling of a number of people in the retail 
fields. Our concern, as far as © price and income 
control is related to firms that Bente ieee the Anti- 


Inflation Board requirements are restricted to their 


twenty-four hundred dollar a year increment, which migh 


not be a sufficient spread in-relation to firms coming 


in under the pipeline applicant. 

Now, there's a large range 
C= businesses, which, in the Territories, which are . 
not restricted under the Anti Inflation Board controls, 


butithere's certainly certain construction firms would 


bale 


Q And -- 

WITNESS ASHTON: I just might 
add that if the non-unionized personnel in the Northwes 
Territories is required to become unionized to partici- 
pate in the pipeline contracts, subcontracts, they 
would then fall under the A.I.B. rulings. 

Q Right. Now, this -- 

THE COMMISSIONER: They would 
what? 

“A They would then come 
under the Anti Inflation Board rulings and guidelines, 


If they were -- if it was a collective bargaining, unionized 
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2| procedure with their employer. 

3 Q I thought that they 

4 had to be of a certain size or -- | - 

3 A.’ 20 or more in constructioh. 
6 | | MR. BAYLY: I take it that 

7 eWie accommodation of those employees to working the 

8 longer hours to gain the higher wages involves, first 

9 of all, people who, through a sense of ioueiee or what- 
10 ever, decide to stay with their employer, despite the 

11 longer hours , in other abede: they may have to <- 

12 in order to earn the same wages as the pipeline employee 
13 


they may have to work longer hours than he does? 
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WITNESS HINCHEY: Yes. 


Q - And it also involves peopl 


perhaps changing ee lifestyles in order to keep 
up with their next-door neighbors or their pipeline 
contractor employee next-door neiahnere: 

A M-hm. 

Q By working perhaps 12 
instead of eight hours a day, whatever the numbers are. 
Would you agree with that? 

A Yes, the ones that are 
usually working on the pipeline, of course, are going 
to be out at the camps working on the line. 

Q - understand, but you're 
hoping that certain employees will stay with their-- 

A That's right. 

Q | -- present employers 
and be attracted to the longer hours , therefore the 
additional funds. 

| A Yes. 

Q And I take it that you 
would have to exclude from those possibilities people 
whose present c ircumstances dictate that they only 
work a certain number of days. I'm thinking of working 


mothers or -- 


A There ae going to be 
preclusions, yes. 

Q And with regard to what 
it does to people's lives, that's not what you've 


looked at. You've just looked at the economic question. 


A Yes, the economic end 
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1 of it. Mind you, we find quite a number of situations 

2 at the present where people are presently holding down 
3 two jobs. | 
g Q Yes, I understand that. | 
>| - You would expect there to be more of those people in | 
6 the pipeline e6Gs eLiction situation. | 
mn A Yes, and there will be | 
8 more people coming into the local work force too, | 
9 which will probably become involved . in the retail 

10 Or in the work environment within the community. 

ll ; Q Yes, and this has been 

12 the experience in Alaska, as I understand it, that 

LB people are working more double shifts so this is not 

14 something that is unknown to the pipeline builiing 

1S phenomenon. 

16 A No. 

17 Q We've also heard that 

18 it has affects on the way people perceive the 

19 quality of their lives but that is not what you have 

20 concentrated on in your evidence. 

2a a THE COMMISSIONER: No. These 

22 people, these three gafie Tenen had a very specific 

23 function which they sought to carry out, and I am not 

24 interested in their views on social impact. They are 

25 concerned as citizens of the north about social impact 

26 but we have heard a lot of evidence on that, and I 

27 don't think that we should tax these gentlemen on that 

28 subject. Mr. MacLeod said earlier that he didn't want u 

29 to think he was interested only in the impact on 

30 business. Well, we know that he's interested in a broad 
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Cross-Exam by Bayly 
range of impacts, but he's an expert on the impact 
on business, and these other gentlemen are, and that's 


why they're here. 


~ 


MR. BAYLY: Mr. Commissioner, 


itm aqndveivuing atoslimiz itato that, but tT juet want 


to make sure that it is limited to that, as I understand 


Lt< 


THE COMMISSIONER: Why, of cours 


it is, and -- 4 


MR. BAYLY: Just one more thing 
on, thas, 

Q Are you reasonably 
confident that there will be enough people either 
as recruits coming in, or those present employees who 
are working on the schedules that they are presently 
on that cube ante to continue to work longer hours? 

WITNESS HINCHEY: I don't feel 
We're in a position to say, you know, give an affirma- 
tive answer. to that. Certainly we talked to quite 
a number of people who are interested in it. 

But as a ratio to the 
total working force, we're not in a position to give 
you an answer in on that. 

Q Because there are two 
possibilities: (1) ee people will in large numbers 
take to this and say, "Yes, I will work the extra 
hours." Other people may say, "No, I don't want to. 
I'll either move or you'll have to leave me on my 
present hourly schedule." 


You have no way of predicting 
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1 the numbers that will respond one way or the other. 

2 | A No, we are not in a 

3 position to give you that answer. 

4 WITNESS MACLEOD: I don't see 
5 why anyone would be expected to leave his present 

6 employment because he won't work overtime. Nobody 

7 will be forced to work overtime, according to the 

8 existing Territorial labor ordinance. 

9 Q I realize that. 

10 WITNESS ASHTON: The problem 
11 really exists right now even competing with government 
12 bodies, private enterprise’ generally speaking does not 
13 pay quite as much for a lot of particularly clerical 
14/- duties than gOvernments do, and large corporations 
15 do. So we are faced with a problem to a certain degree 
16 right now. There are people, fortunately, who prefer 
17 to work for us. 

MR. BAYLY: 

18 “- Yes, we have the same 
19 problems hiring secretaries. 
20 MR. SCOTT: I think coffee 
21 is ready, sir. Would this be an appropriate time 
22 for Mr. Bayly to collect himself? 

23 MR. BAYLY: It's the questions 
24 im trying to’ collect: 

25 | MR. SCOTT: That's what I meant. 
26| 


MR. BAYLY: Id be happy with 





bi that, yes. I've got one or two more questions after 

28) coffee, sir, and I'm not quite sure what to whittle 
234 CNet 

30 THE COMMISSIONER: We'll take a br 


(PROCEEDINGS ADJOURNED FOR A FEW MINUTES) 
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1| (PROCEEDINGS RESUMED PURSUANT TO ADJOURNMENT ) 
2 F THE COMMISSIONER: Let's | 
34 begin again and Mr. Bayly can carry on with his questiong. 
4) MR. BAYLY: I just have two | 
5 more areas Mr. Commissioner. | 
Pt Mr. Hinchey, on page 13 you | 
4 recommend that a single Mackenzie Valley pipeline | 
8 authority be formed and you is into the reasons. You | 
9 also recommend that this body have both policy and | 
10 policing functions with the authority to shut down the | 
ini operation or modify procedures. Now, with regard to fe 
12 area in which you have come to give evidence, how do he 
is see the authority policing or shutting down? Does this | 
1a have anything to do with northern business or is this | 
15 | a recommendation with regard to the applicant:and its | 
16 contractors? | 
| | 
17 | WITNESS HINCHFY: It would | 
18 apply to firms that are undertaking work and are just not 
1 performing their task as required under their Obteicutar | 
20 contract. The infractions might be numerous but neevated 
al there has to be one body overseeing this. It might an 
ae arm of that particular body that maintains the regulator 
23|/ functions such as the engineering aspects which are 
24 overviewed by the Mechanics Research Incorporated on 
25| the Alyeska line. The feeling here is if there is no 
26. control exercised in that area, it jepardizes the | 
27 performance of other contractors following in line and | 





28] completing their phases of the work. 





29 Q Could you see them operating 





30 | in the bonding area as well and setting or enforcing 
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regualtions about bonding? 

A Well certainly, they 
would probably hecene Ones that would be eather over- 
seeing it or the pipeline applicant ne 1G eee 
Situations where no bonding has been required but the 
contract is set up to permit the overseeing of the work. 


If they are not performing accordingly, then they would 


be relieved of their particular task that they have 
undertaken and another organization DUE I eto fee sy 
that aspect of it. 

0 Now, you've proposed a 
Single organization and there has been some debate at | 
this Inquiry and elsewhere as to whether it should be a | 
single or a multiple agency enforcement? | 

A Well our -- yes, our | 
concern in there was that as we understand it Te te ey 
in Alaska there was a tremendous lack of communication 
between organizations whether it be business, labor 
or communities and we feel that there has to be one | 
Organization in there that can pull this together and : 
keep it on line so there isn't this wasted time and | 
increased cost because if you're dealing with small 
Organizations fulfilling parts-of the contracts, it 
doesn't take very much time delay before the costs will 
make his contract bid a loss operation. Small businesse 
cannot be in a position to carry this kind of thing. | 

Q Do you see that it would 
exercise, I think you said in answer to one of my 
earlier questions that it might have a branch or an 


arm of its agency in charge of certain aspects. Would you 
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see it as a multi-faceted agency then? 

A Well certainly there is 
going to be specialized areas that are going to have to 
have people involved in those particular areas that are 
fully familiar with that aspect of the operation and 
what is required in it. It would be probably very 
difficult to have a generalized board. 

Q Did you see anything 
in Alaska or have you given thought to what form you 
would like to see this agency take? 


A The structure of the 


agency -- we didn't review in depth the structure of the 


agency. We were concerned that its size be maintained 
at a level which makes it very operable and not too 
cumbersome. 

THE COMMISSIONER: Well you 
essentially Mr. Hinchey are saying that the government 
agency to regulate the construction of the pipeline 


should be a single agency to avoid a multiplicity of 


departments and agencies giving overlapping and conflicti 


directions to the contractors and subcontractors -- 
A That is correct. 
Q -- and everybody else. 


You say that it should be located in the north at 


Simpson or Norman Wells and that it should self-destruct 


when the project is over. 
A That is correct. 


MR. BAYLY: Now, you've 


given us an idea about the headquarters and the adequate 


funding and the aircraft support. Have you thought of 
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whether this should be , in your opinion, not only 


based but governed from within the Northwest Territories? 


A We feel it should be 


within the Northwest Territories. 


Q As opposed to a federal 


agency? 

A Yes. | 

Q So, should it be eee 
to the Territorial Government in your opinion or to the 
Federal Government or to neither of those? 

THE COMMISSIONER: Well -if 
it's answerable to the Territorial Government -- 

A It's answerable to the 
Federal. - 

Q --there will have been a 
great change in the affairs of the north between 
now and then. 

A I think, you know, your 
present government structure probably wouldn't permit 
that. 

MR. BAYLY: So your main 
concern though is that'its entire organization be 
based in the Northwest Territories. 

A In the Northwest Territoriles. 


Q Yes and that would includ 


its director, not just the people who carried out the 
functions on the actual pipeline. 

A That is correct. 

Q Now, on page 16, under 


"conclusions", you refer us to the 1972 March 28th 
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statement on northern development in the '70's which | 
calls for a higher standard of living, quality of life 
and equality of opportunity for northern residents and 
for viable economic development within the regions of the 
Northwest Territories. Are you satisfied as the Chamber 
of Commerce that the proposed Mackenzie Valley pipeline 
fulfills these requirements or criteria set out in these 
1972 guidelines? 

A I think you are getting us 
involved in the social aspect of it again John and We've 
looked at this as a business economic involvement. 

Q All right so with regard 
to that statement we should really say that you have 
Only addressed yourself to the one portion even though 
you have quoted more than one portion of it in your -- 

A Yes. 

THE COMMISSIONER: Well that 
depends. The answer to that question surely depends on 
the findings of this Inquiry, the determination made 
by the Energy Board, the form of the project and the 
way it is proposed to carry it out at that time. 

Asking these gentlemen to 
comment at large so to speak is not going to be helpful 
to me. 

MR. BAYLY: No, Mr. Commissioner, 
the evidence is before us and I don't like to leave it | 
alone in case there is something that these gentlemen 
want to share with us. If there isn't, I am content 
with that. 


| 
| 
| 
| 


I have no further questions of 
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Cross-Exam by Roland 
this panel. Thank you very much sir. 

MR. ROLAND: Yes sir. I have 
just a few minaetonae 
CROSS-EXAMINATION BY MR. ROLAND: 

Q I take it you recognize - 
and I direct this to any of the panel members -- perhaps 
Mr. Hinchey would be the best person to answer this 
question. But I take it you recognize that there are 
a lot of small businesses in the north that will not 
be involved directly with pipeline activity either becauge 
of the kinds of things they do or because of the nature 
of their business and the size of their business and 
that they will be facing the disadvantages of this kind 


of rapid development in terms of retaining employees 


and competing for wages. 


| 
| 
I wonder if you had thought | 
about ways to protect those businesses who can't pass | 
on these higher costs through pipeline contracts. 
For instance, have you thought about indexing salaries | 
according to inflation? Or have you thought about of 


subsidizing smaller businesses during this period or 


| 
any other ways to meet this problem? 
| 
| 
| 
| 
| 
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WITNESS MacLEOD: We haven't 
considered subsidizing these kinds of businesses, 
Q Yes, 
A I don't think it's going 
to be necessary either to index salaries, because 
this is going to take place automatically I think, by 
means of market forces. 
Q Well -- 
A We have said throughout 
the Peeare that local businesses will increase their 


wages to maintain a work force. 


~ 


‘ 


ue, But, are you saying then |-- 

THE COMMISSIONER: It's not the 
employees aos will be in trouble, it's the businesses. 

| _ R= The . and 
usually people who occupy these positions which pay 
very low salaries are also the least skilled people. 
And for that reason they're less mobile than the more 
skilled and therefore more likely to retain their 
present employment. 

MR. ROLAND: All right, 
turning to the problem of transportation, recognizing 
that there may be a problem in competing for barge 
space, especially at peak supply periods, have you 
thought about non-pipeline customers in the north havin 
some priority over barge space and do you have a positian 
Om Ehat? 


A We have considered that 


and we think that priority should be given to existing 
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1 
4 traffic and a certain portion of the barge capacity 
3 should be reserved for local requirements. 
4 Q What about the 
3 subsidization of freight cost, which is one of the 
6 recommendations in the report of the task goree for 
71 northern sible Seiaisk obtaining federal contracts? What/s 
a your position on their third recommendation, which is 
9 | that freight costs be subsidized by the federal govern- 
10 ment on-all commodities? 
11} ms a Ths Speaking personally, 
12 I'd say-i'm. opposed to subsidization. 
13 RS ms | wie Why is that? 
14 Mh milk ares A It's inefficient, I 
“15 think that prices could be brought down by increasing 
16 the volume of traffic, by expanding the scale of 
17 operations. i 
18 ; og Well, two basic problems 
19 that we've been talking: poet today have to do. with 
20 protecting the northern- businessman from himself, that 
21 is from over-expanding his business so that he finds 
22 himself in a difficult position after the peak construc 
23) tion period and as I ndeaee ans your answer to that 
24 problem is that you leave it essentially to the business- 
a2 man and to the market and to the moral persuasion of ~ 
26 his fellow businessman, is that the way I understand 
ay you? 
28 _ A Well, I don't know ibd 
a9 I've said that today, but I have expreseed that opinion 


on previous occasions. One of the qualities of a good 
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Cross-Exam by Roland | 
businessman is his ability to adapt to changing economic 
conditions and I don't think he requires protection 
from himself. If you're in business, you're there to 
take risks, you have to be prepared to carry the losses 
or reap the benefits. 

Q Well, I take it you 
recognize that the consequences of his taking those 
risks and over-extending himself, flow to his employees 
and to people with whom he contracts who may not 
be paid for their goods and services supplied to them, 
if he goes bankrupt for instance. Do you recognize 
that the ramifications of him over-extending himself 
go beyond that individual businessman? 

A If he over-expands it's 
because he has excess capacity, if he has excess 
capacity, I don't see why he cannot serve his clients 
which are less numerous than he had envisaged. 

Q In any event, I take 
it you wouldn't put any control on that businessman 
and how much he could expand during a peak period? 

A No, i- wouldn’t.~ On 
the other hand though, I would not encourage him to 
expand. I would not create false expectations, 

Q And the second 
element in this is that is protecting that businessman' 
non-pipeline customers, customers that he would have 
before pipeline construction began and the protection 
there would be from thd businessman shifting his 
activities away from his other customers to pipeline 


activities and do you see any restrictions that should 
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be placed or any regulations that should be introduced 
to prevent the non-pipeline customers from not being 
supplied? 

A I don't really see 
how you could regulate that, I think a wise businessman 
would recognize the construction period would be short. 
I don't think he would sacrifice his long term customers 
for a short term business opportunity. 

Q Well, you recognize that 
may be a problem though, I take it? | 

A It could be a problem 
though. 

Q yeu YOu have no idea 
on how, though, to approach that problem other than 
Simply leave it to the market forces again? Is that 
what you're telling me? 

A Well, I'd leave it to 
market forces. ” 

| Pxe) In turning to ponding, 
if bonding is made generally available to 
local business, what limits would be appropriate 
to set on providing that bonding, what if any limits 
and how do you gauge those limits? 

A Well, we're trying to 
avoid bonding altogether on the pipeline project because 
at's so ditficuic to obtain in the first place. We 
have received several suggestions that the sucecessful 
pipeline applicant supply the bonding, but that defeats 


its purpose, so just drop it altogether. 


| 
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1 

2 | Q So, you wouldn't ~-- in 
3 the situation though, of bonding, would you put some 
4 limit on that? 

5 WITNESS ASHTON: Dollar 

6 value? 

i! Q You see -- 


A It would have to be 
analyzed,each individual case would have to be analyzed 
on its own merits I think. 

Q I see, and what are the 
factors that you analyze in those cases? 

A Well, the financial 
strength, liquidity position of that company, track 
record, earning capability; financial statement analysis 

Q Would you take into 
consideration as well, what would appear to be a shiftin 
of business from non-pipeline customers to pipeline 
activities? . 

WITNESS MacLEOD: It wouldn't 
be the Chamber of Commerce or any member of this panel 
to make such a Age iictenernan would be the surety 
companies. 

Q Yes, should that be 
something they should look at? 

A Well they would 
look at it. Well, they would -- if this shift indicated 
a change in the stability of the clientele, they would 


Lookwiak wake 


WITNESS ASHTON: They would 
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look at the results of such a transfer. 

Q Now, in dealing with 
the concept of a bid differential that you've discussed, 
I take that's simply to create fair competition between 
a northern businessman and southern businessmen? 

A Yes, 

Q And I take it you prefer 
that bid differential to some subsidization scheme 
that subsidizes the northern businessman? 

A It does to some extent, 
yes. 

Q Well -- 

THE COMMISSIONER: It is a 
subsidy, isn't it? 

A It's a subsidy, the 
idea -- 

THE COMMISSIONER: It's a 
subsidy by a private company. 
| MR. ROLAND: chee I'm talking 
about federal government or some governmental subsidy, 
I’m sorry. | 

WITNESS MacLEOD: 

A Yes, well what -- the 
problem here is that you find in the delta there are 
many businesses which only live, which really depend 
upon three or four months of work per year, but they 
stay in operation for the entire 12 months. Whereas, 
at the same time aly have outside firms which come 
in and reside in the area, if you wish, just for those 


three or four months then they take off immediately. 
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1 

: - Q M-hm. 

: A While in the other eight 

4 months of the year, the local business is incurring 

> very high overhead and this bid differential would 

| compensate for staying around those extra eight months 

7 and offering services on a limited scale, possibly on 

: an unprofitable basis to the local population. 

? Q Yes, I understand that, 
a0 but you prefer this bid differential scheme to a federa 
* government or some governmental subsidization scheme? 
vias A Yes. 

Lea Q Yes, 
Sa A Because I'm also hoping 


that this bid differential could be phased out eventual. 

Q Well, that was my next 
question. How -- do you apply it across the board to 
all contracts in the north, federal government, all 
private contracts as well as pipeline related contracts 

A Well -- 

THE COMMISSIONER: The Federa 
government's agreed to a 10 percent preference regardin 
certain departments. 

A Yes, and this is also 
used by the town of Inuvik. 

MR. ROLAND: Yes. 


A But I have recommended 


there a scale bid differential. 
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Q Well, would you see 
that applying to everone in the north? 

A Well, it would be 
scaled, it would be much lower in Hay River than 
in INuvik. 

Q I understand that, but 
I'm talking about some private concern, some private 
construction project that wasn't a government and 
wasn't a pipeline project. Would you require a differ- 
ential there as well? 

A Well, in this study we 
haven't really addressed ourselves to any other 
developments other than hydrocarbon. 

Q Now you also said you'd 
like to see it phased out. 

A Yes. 

Q I take it that would be 
rather difficult to do, at least in the short term. 

A In the short term, yes, 
but what has happened is that, O.K., if you're operatin 
a business in Inuvik and you require stationery 
supplies, you have two choices, you can go to a local 
business or you can order directly from Edmontoh. 

Now, when the local business 
was established, obviously his level of -- his volume 
of business was very TG eo his costs per unit were 
very high, so people in Inuvik at that time made 
a price comparison. They would note that the Inuvik 
prices may be 50% higher than that in Edmonton, so 


they would go directly to Edmonton and buy locally only 
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| 
what they needed very urgently. So this situation has 
evolved over the years so that the local retailer in | 
particular has prices which are much higher than in the 
south. We recommend here that the successful pipeline 


applicant purchase locally, force him into purchasing 


locally. The effect of this would be to increase the 


volume of sales at the local outlets, and therefore 
bring the per unit costs down, and eventually bring 
back that local business to pda People, the 
local residents right now are buying in the south. As 
they see the prices falling off in INuvik they'hl 
start resupplying in Inuvik and this effect could -be 
sustained over the long run and eliminate the need for 
the differential. 

Q You don't see it 
happening the other way, that the northern iit emt | 
relies upon and in the future continues to rely upon | 
that differential for the successful conduct of his 


business. 


A No. 

Q It seems to me that that 
wuld be a danger. 

A It is a danger, but I 


think we have a recommendation in the report towcounter 
act that possible effect. | 

Q You've.also talked about 
easy access to working capital and inventory finance, 
and I'd like to know what limitations you see should 
be placed upon that easy access, what are the other 


limitations? 
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A The point there is that if 
you have a viable project to finance, the finance can 
ie readily obtained, in genera] . I don't see any 
limitations you can place on it. The limitations are 
determined by the qualities, the economic qualities 


- 


| 
‘ 
| 
of the project to be financed. 

Q O.K.; Mrs Hinchey; wMererd 
one thing I don't quite understand. Maybe you could 
explain it to me, how your recommendation with 
respect to tenders that should be F.0O.B. place of 
use. Could you explain the background behind that 
recommendation? I don't understand it. 

WITNESS HINCHEY: Well, we've 
found that tenders have been accepted on prices of 
material based in Edmonton rather than based in | 
Yellowknife, or in another area in the Territories, 
and consequently their bid has been taken, it being 


that the only difference was the difference in freight 


costs. 

Q Well, if you have the 
bid differential, doesn't that make up the differ- 
ence? 


A If your bid differential 
was in there, it would certainly accommodate that 


Situation. 


Q Yes. What does this add 
to the cost of the differential, if anything? 

WITNESS MACLEOD: Remember this 
bid differential is over and above the transportaton 


Ost; 
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1 Q I take it that when it's 


“ purchased at Edmonton that the calculation is still 
3 made for the cost of transporting those materials to 
4 their place of use. 
3| WITNESS HINCHEY: The bid 
6 differential, though, is not made to accommodate the freitht 
7 cost | it's made to accommodate the difference 
3 in operating costs for the entrepreneur who is based 
9 in a northern jurisdiction and operating 12 months of 
10 the year. 
ll Q No, but a purchaser who 
12 wants to, for instance, use something in Inuvik, I 
13 take it in tendering, would look at the price that 
14 was Offered by the vendor in Edmonton and would look 
15 at the price offered by the vendor in Inuvik and would 
16 see a difference; and the difference -- one of the | 
17 differencea would be the transportation cost from 
18] Edmonton to Inuvik, and he would calculate that on 
19 top of the Edmonton price, and then make his 
20 assessment. 
4 WITNESS MACLEOD: 
21 A Yes, which he preferred. 
ee Q Well, how does F.O.B. 
place of use 
a ‘assist the northern businessman when any purchaser 
24 - would normally go through that calculation, in any 
25 event? 
26 A Because a northern 
27 businessman doesn't always go through that calculation. 
<8 Quite often transportation costs are ignored. 
23 Q Oh, I see, so that's just 


sal to bring the transportation costs to the mind of the 
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| 
northern purchaser, 
{ 


A Yes. 

Q Thank you. Now in terms 
Of lead time -- and I think, Mr. Hinchey, you talked 
about lead time -- recommendation, paragraph 24 in 


the Task Force for Northern Businessmen Obtaining 
| 
Federal Contracts, specifies specific lead times for 
| 


tendering. Would you agree with those lead times? 





Or what would you say about those? 

WITNESS HINCHEY: Which page? 

Q Paragraph 24, page 19. 

A We did not determine the 
viability of the lead times referred to in the Task 
Force, and nor did we discuss the extent and formulate 
any lead times with the people that we interviewed. 

Q Well, would you find 
those lead times personally too restrictive or approp- 
riate, or more than necessary? 

WITNESS ASHTON: Just a point. 
That's lead times where only northern businessmen are 
bidding on’ the tender, which I think makes a difference 

QO What's the difference? 

A Because they're all 
competing on the same basis. 

Q I see. Would you have 


greater lead times if they were -- 


A Yes. 

Q -- southern businessmen 
competing? 

A Major construction projects, 
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Cross-Exam by Rdand 
42 days would be a normal lead time, I would think; 
in Inuvik it may be far too little time. 

Q sorry? 

A L say in Innvik 7 think 
it would be far too little time. 

Q That is 42 days would be 
too little? 


A Yes. 


Q What would be appropriate? 


A Well, as John mentioned 
earlier, I think it varies depending on what type of 
project it is. Some of the lead times required maybe 
nine months. 

Q Well, how so you propose 
that for instance if recommendations are to be made 
about lead time, that a time be determined, an approp- 
riate time frame be determined? 

It seems to me it's not 
necessary to simply say, "Well, you need a lot of 
lead time." 

A Well, one thing for 
sure is that the Bi eatin esd time is insufficient 
because when I was doing this survey I'd come across 
businessmen in the settlements who were looking for 
contracts, so the next day I'd be going back to Inuvik 
and I'd learn about some government contract which woul 
be coming up for bid. I wouldn't have enough time to 
get those tender docummts off on a sched into the 
settlement and have them returned to Inuvik by the 


deadline. 
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LS Q Well, how do we determine | 
2 the lead time? 
2 A Well, I was going to 
4 say quite often these lead times would be determined 
) by trial and error, unfortunately, but I think as 
6 much time as possible, whatever the -- whoever is 
q letting the contract thinks to enable the northern 
8 businessmen to tender on the -- bid on the tender. 
) I think quite freqnently it would be in excess of 
10 three months. 
44. WITNESS MACLEOD: And if it's 
oy major project to be performed in the delta, which 
13 would require the barging in of a lot of materials, 
14 I think that should be taken into consideration too, 
15 that the materials have to be ordered and placed on 
16 the barge by the end of August. 
7 * ee J Q What does that mean in 
18 terms of time? 
19 fy . A Well, that construction 
20 work might not start went) December, so you're looking 
21 at three months at least, at least, you also need 
22 time to prepare the order before it gets to the barge 
23 at the end of August. 
24 THE COMMISSSONER: So four or 
25 five months wouldn't be out of line. 
26 A Yes. 
27 MR. ROLAND: Q Would you say 
28 that*t the outside limit necessary, four or five 
29 months? 


30! A I think so. 
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Cross-Exam by Roland 


But there is another problem too that came up in the 
survey, is that all of a sudden many northern operators 
might want heavy equipment and this might be difficult 
to obtain because of the limited Capacity of the 
southern manufacturers to produce this equipment. 
This has occurred already in Southern Canada in the 
last couple of years. 

Q Or the competition with 
other purchasers in Southern Canada for that equipment. 

A There was a time a couple 
of years ago when everyone wanted to buy a gravel 
box, and there was a long delay in obtaining them 
because of restricted manufacturing capabilities in 
the south. 

Q That leads me to a 
question that I have, Mr. Hinchey, that occurred 
to me from the paragraph at the bottom of page 2 of 
your presentation where you indicate that some 
municipalities when tendering contracts purchase 
their materials for use by the contractor, and my 
question there is: Would that be in these kinds 
of cases where it's difficult to obtain some materials, 
would that be an appropriate way of proceeding with 
respect to pipeline construction as well? That is the 
pipeline company purchasing the materials and the 


northern businessman contracting these services? 
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WITNESS HINCHEY: Yes. I 

already answered yes to that question previously. 

| Q I see and would you see 
it for instance as well with operating equipment where, 
for instance, the equipment would be leased back to the 
northern businessman rather than purchased by him? 

A That could certainly apply 
specialized areas of equipment where you are only looking 
for its utilization over the period of construction. 

Q O.K. Mr. Hinchey, oi 
with you for a moment, could you explain to me how the 
bid depository works? What is it first of all? Who 
operates it? 

A Well bid depostories 
generally in the southern jurisdictions have been formed 
by the Construction Association and it is a central 
hearing house for all ¢onstruction jobs coming up for 
bids and they have set procedures on timing and handlina 
and how the submissions must be made with the bids. 

We at this time are going to take a look at the Yukon bid 
depository system because we understand it works on a | 
different concept than the southern jurisdiction. But | 
our main concern here was to have all the bids flowing | 
through a central area so the information was readily 
available. 

Q Who would control that 


bid depository? Would be the Mackenzie -- 





| 
A It would be the Mackenzie | 
| Valley Businessman's Association and it could be an arm 

| 


or a division of that particular function. We would look| 
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Hinchey, Ashton, MacLeod 
Cross-Exam by Roland 
to it as being a continuing entity after pipeline opera- | 


tyvoreris over. 


Q Who controls it in the | 
| 


south? 


A It's usually an ae, 
set up by the Contractor's Association. 
QO Would you require all | 
contracts to flow through that bid depository? 
A Yes and that all contracts 
be closed within that bid depository. 
Q Where would it be located? 
A The base would located 
in Yellowknife. They could have the regional offices 
as information centers within other communities within 


the Mackenzie Valley. 


Q O.K. Dealing with the 


Mackenzie District Business Association proposal, does 
that proposal envisage that all northern businesses be 


registered with the Association as a requirement? 


A It wouldn't be mandatory. 
It would be a voluntary situation. Certainly to the | 
business operator's advantage to have on record a list 
of his facilities and capabilities that he is prepared | 
to offer in his area of operation and act as an informa- 
tion center to other organizations requiring specialized 
fields. | 
Q Mr. MacLeod, on page eight. 
of your presentation, you talk about vocational training 


and specifically apprenticeship programs. I take it 


30 there what you are saying is that the northern businessman 
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| 
recognizes his obligation and is committed to training | 





apprentices on the job and working through an apprentice- 
ship program and that commitment leads to your recommenda 
tion that the program be made more flexible so that | 
it can be better carried out. 


WITNESS MacLEOD: Yes. 


Q Is that commitment re- | 


cognized mot only for pipeline activities but for other 


activities in the north? 

A Yes, 

Q Is it the same with on-the- 
job training? Is that what your recommendation really 
come down to, a recognition of that commitment and that 
again it should be more flexible? 

A Well local business 
recognizes the severe shortage of skilled labor and 
local business also prefers to hire locally. So it is 
in their own best interest to be involved in apprentice- 
ship programs. An apprenticeship program also involves 
on-the-job training. 

Q Yes. O.K. 

A I understand a new 
revised Territorial Apprenticeship Ordinance will be 
presented to the next session of Council and they should 
be more flexible. 

MR. ROLAND: Thank you. Those 


are all the questions I have. 





THE COMMISSIONER: Any re- | 
| 


examination Mr. Searle? 


MR. SEARLE: No sir. 
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| 
| 
THE COMMISSIONER: Well thank | 
you very much Mr. Hinchey and Mr. Ashton and Mr. Macleod. 


| 
Your presentation has been most helpful to me if I may 


Say so. I presume this is your third and final appearanc 


= UE 


of the Inquiry Mr. MacLeod and I want to say how grateful 





I am to you for the presentations you have made on each | 
occasion. They have been most interesting and most 
helpful and I certainly BT eeinne ee ea 

So this panel is excused then. 

(WITNESSFS ASIDF) 

THE COMMISSIONER: What's 
the next order of business? 

MR. SCOTT: The next order of 
business is a panel of Mr. Bayly's which I understand wil 
be ready first thing in the morning Mr. Commissioner. 

THE COMMISSIONER: Now, qr 
heard that tomorrow was going to be a short day? OME 
Bayly is calling evidence and cannot therefore cross- 
examine. 

MR. SCOTT: Well I haven't 
thought of looking at it that way but having looked at 
it that way, the answer is yes sir. 

THE COMMISSIONER: Well may I 
make a suggestion? Why don't we begin at 10:30 a.m.? 
Will that be all right? | 


MR. SCOTT: That will be fine sir. 


THE COMMISSIONER: O.K. We will 





|; adjourn £111 10:30 in sthe morning. 
Excuse me. One thing Mr. Scott. 

| \ 
The evidence of this panel regarding the 15% scaled down - 


| 
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the closer you get to the 60th parallel. The 153 | 
preference on bidding to northern business and the | 
proposals made regarding unionization -- would you send | 
those along to the Pipeline Council which I understand | 
will be giving evidence in early September. That's a 
Benita nae represents the pipeline contractors and the | 
Teamsters, the Laborers and the other construction unions! 


so that they can comment on those matters. 





Mr. Searle, at that time, if 
you decide to attend and you decide to cross-examine 
the Council and the members on these matters, you are 
certainly welcome to do so. 

So we will adjourn till 10:30. 

MR. SCOTT: Just so Mr. Searle 
will know, the Pipeline Advisory Council will be giving | 
evidence on September 7th which is the first day following 
the Labor Day holiday. : 


(PROCEEDINGS ADJOURNED TO AUGUST 24, 1976) 
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